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WORLD NEWS 
UK reviews 
offshore 
tax haven 
regulations 

The UK government yesterday 
surprised the offshore centres of 
Guernsey, Jersey and the Isle of 
Man by launching a wide-ranging 
review of their financial systems. 
The review will look at laws, 
systems and practices for finan- 
cial services regulation and com- 
pany registration and the way 
they detar, Investigate and pun- 
ish financial crimes, including 
money-laundering. Page 18 

UN aipeos Iraq concessions 

Chief (JN arms inspector Richard 
Butler agreed to include outside 
experts at technical talks in an 
effort to persuade Iraq to cooper- 
ate with his disarmament mis- 
sion- Page 8 

Online music discord 

Record companies are bracing 
themselves for fresh battles with 
their artists about revenues from 
music sold and distributed digi- 
tally across the internet Page 18; 
Alice Rawsthorn, Page 8 

Pope starts Ctdm visit 

Pope John Paul n starts an his- 
toric five-day visit to Cuba today 
surrounded by speculation about 
its potential political impact on 
the communist-ruled Caribbean ' 
island. Page 6 ; Editorial , 

Comment, Page 17 . 

Suharto saofcs seventh term 

President Suharto of Indonesia 
confirmed he would run for presi- 
dent in Marche defying^calls far 
his resignation amid a steadily 
worsening economy. Page 18; 
Observer, Page 17 

Rome off hook over arrest 

The Italian parliament voted not 
to proceed with the arrest of ' 
Cesare Previti, the former 
defence minister in Silvio 
Berlusconi’s 1994 government, 
who is facing corruption charges. 
The move defuses a potentially 
serious crisis for Romano Prodi's 
government Page 2 

Bottle co-operation talks 

Prime ministers from 12 Baltic 
basin states meet tomorrow to 
develop plans for long-term 
co-operation less than a week 
after US president Bill Clinton 
endorsed the desire of Estonia, 
Latvia and Lithuania to join 
Nato. Page 2 

Cowotvup aflegocf over kUJVng 

Relatives of Turkish journalist 
Metin Goktepe, beaten to death 
two years ago, asked a court to 
investigate charges Of a 
high-Jevel cover-up. The state has 
charged 11 policemen for alleged 

involvement in his -death. 

Algiers Bomb blast . 

A bomb exploded in a busy street 
in the Ben Aknoun district of 
central Algiers, causing casual- 
ties at a time an EU delegation 
was holding talks with govern- 
ment fiffiriai s on the violence 
sweeping Algeria. 

Romanian* braced for reform 

Both houses of the Romanian 
parliament are due to meet today . . 
for an emergency session which 
could decide the fate of the 
government and the Romanian 
reform, process* Page 8 


Markets 


Russia tries 
to cut its bill 


Page 8 



Move out of 
the slow lane 

Technology, Page 10 
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The FT 500. our annual 
guide to corporate 

rankings around the 
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The 48-page guide 
includes the world's top 
500 companies by market 
capitalisation, together 
With the top 500 In Europe, 
the UK, the US and Japan. 


BUSINESS MEWS 

French banks 
sign first private 
derivatives deal 
in euro currency 

Dexia and Credit Local do 
France, French banks, 
announced the first privately 
negotiated derivatives agreement 
denominated in euros. Page 19 

Adfanz, German insurer, took a 
first step towards divesting its 
stake in Deutsche Bank in a 
DM2bn (USsi.lbn) convertible 
bond issue. Page 21 

Adam Opel, German subsidiary 
of General Motors of the US. 
announced a package of invest- 
ments, job cuts and wage curbs 
to improve efficiency. Page 21 

Hongkong Tatoeom, the 

territory’s dominant telecoms 
operator, agreed to surrender its 
monopoly on international 
services six years earlier than 
expected in exchange for a com- 
pensation package including 
HK$ 6 bn (USS 870m) in cash. Page 
19; Lex, Page 18; HK telecoms 
joins modern era, Page 22 

MBcroooft said it would amend 
contracts with internet service 
providers in Europe to meet con- 
cerns from the European Union's 
anti-trust authority. Page 8 

Kirch, Bertelsmann and j 

Deutsche Telekom. German 
media groups, face scrutiny from 
European Union competition 
authorities over plans for a 
pay-TV alliance. Page 2 

Qdyria shipyard, which showed 
a profit last year for the first 
time since 1990, is emerging as 
Poland's sector leader. Page 23 

Sony Computer Entertainment 
was warned by Japan’s Fair 
Trade Commission to halt anti- 
competitive practices aimed at 
maintaining prices of PlayStation 
games machines. Page 7 

JJ>. Morgan, the US 

international bank, is to desig- 
nate more than 10 per cent of its 
loan exposure to South Korea, 
Malay sia and Thailand as “non- 
performing”. Page 19; Lex, Page 
18; Strong final quarter. Page 20 

Digital Equipment, US computer 

group, is to launch 
micropayment technology to 
allow internet users to purchase 
information in small increments 
for a fraction of a cent. Page 6 

Kla Motors, the South Korean 
carmaker, is considering an 
alliance with General Motors of 
the US in manufacturing car 
components. Page 22 

Cybervtaw, which is developing 
key parts of Malaysia’s hi-tech 
international business hub, said 
it would borrow M$ 1 . 6 bn 
(US$380m) for infrastructure. 

Page 7 

Lloyd’s off London, the 

insurance market, has won UK 
government backing for its pro- 
posals for external regulation. 

Page 9 

Mitsubishi Electric, Japanese 
electronics group, plans to offer 
international telephone calls 
from next month by leasing lines 
from HDD, the international car- 
rier. Page 22 


Shares in sector boosted 

SmithKline 
and AHP in 
$125bn drug 
merger talks 


By Daniel Green and 
WHfiam Lewis in New York 

SmithKline Beechnut of the UK 
and American Home Products 
yesterday confirmed they were 
considering a merger to create 
the world's largest pharmaceuti- 
cals company. 

The deal would create a busi- 
ness with annual sales above 
$26bn, more than 110,000 employ- 
ees and a combined market value 
or about $l25bn. 

The announcement sent a wave 
of speculation through drug com- 
pany stocks, pushing up prices of 
shares in Glaxo Wellcome. 
Zeneca and Ny corned Amersbam 
in the UK and Merck, Lilly and 
Warner-Lambert In the US. 

SmithKline shares were up 7 
per cent at one point, but fell 
sharply to end down 3p at 7-iQp as 
AHP rose 13 per cent or $!&'„ to 
$93*'; when Wall Street opened. 

The higher AHP's shares, the 
smaller the slice of any merged 
company that would go to Smith- 
Kline shareholders. 

Shares in both companies have 
risen strongly in recent days 
since news or the talks was pub- 
lished in the Financial Times. 
Both said yesterday they would 
make no further comment until 
talks were complete. 

“There can be no assurances 
that any such transaction will be 
agreed or as to what the terms of 
such a transaction would be,” 
added SmithKline. 

Talks are set to take weeks 
rather than days as negotiating 
teams grapple with a issues rang- 
ing from who would run the new 
company to the potential costs of 
legal action against AHP for side- 
effects apparently caused to 
people who took Redux, its now- 
withdrawn slimming drug. 

The talks may have been partly 
prompted by the uncertain future 


leadership of AHP. whose chief 
executive. Jack Stafford, has 
been ill. A merger would enable 
SmlthKJine's younger manage- 
ment team to take over, said Mar- 
ioia Haggar, pharmaceuticals 
analyst at Deutsche Morgan 
Grenfell in New York. 

The companies would be able 
to achieve "significant” cost 
savings - perhaps over $lbn a 
year - by combining manufactur- 
ing and pruning research and 
development spending, she said. 

Steven Gerber, analyst at CIBC 
Gppenheimer. said combining the 
two companies would result in a 
"good philosophical alignment”. 

He said investors believe both 
companies keep a tight control 
on costs and have experience in 
successfully concluding large 
acquisitions. But a full merger 
would run against recent trends 
in the sector. It would be the first 
large deal since the 1996 creation 
of Novartis from the merger of 
Swiss rivals Ciba and Sandoz, 
and the US-Swedish merger of 
Pharmacia and Upjohn. 

The P&U deal was followed by 
a series of profit warnings and 
helped push mergers oft the 
industry agenda, especially when 
set against the strong growth 
most companies achieved in 1997. 
AHP missed out on much of that 
growth because it was forced to 
withdraw Redux, which had been 
one of the most successful drugs 
in pharmaceuticals history. 

SmithKline had prescription 
drug sales of $8.15bn in 1996 
while AHP reported $7.92bn, but 
sales are much higher when over- 
the-counter medicines and ani- 
mal health products are taken 
into account 

AHP's adviser is Morgan Stan- 
ley Dean Witter. 

Lex, Page 18; Background. 

Page 19; Observer, Page 17 


Asian crisis sends sea 
cargo rates down 20% 


By Jonathan Ford 

Commercial shipping rates have 
fallen sharply since the Asian cri- 
sis began as weakening demand 
has forced owners to cut prices. 

Average daily rates for dry 
bulk cargo vessels have fallen by 
20 per cent since mid -October. 
Larger container ships have suf- 
fered falls of 10 per cent. 

Analysts expect rates to con- 
tinue decreasing in coming 
months as business arranged 
before the crisis is unwound, 
leaving a growing number of 
ships lying idle. 

“Cargoes are generally 
arranged several months before 
they are due to be delivered,” 
says Philip Rogers at SSY Con- 
sultancy and Research. “So the 
crisis Is just beginning to really 
have an Impart now.” 

Mr Rogers predicts that dry 


cargo rates will fall by another 20 
per cent this year. 

The extent to which Asian 
trade has plummeted can be seen 
in the widening differential 
between charter rates for carry- 
ing cargoes to and from the 
Pacific region. 

Average daily rates from an 
Atlantic port to the Pacific an? 
$10,700, while the reverse journey 
costs just $4,800. 

“Owners do not want to send 
their ships to Asia because they 
are finding it difficult to pick up 
cargoes for the return trip,” says 
Mr Rogers. 

Analysts expect the situation 
to persist into the first half of 
this year as Asian economies 
absorb the impact of heavy cur- 
rency devaluations, which have 

Continued on Page 18 
Commodities. Page 28 
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Israeli prime minister Benjamin Netanyahu and US president Bill Clinton in the White House yesterday. 
Their meeting was said to have “gone extremely well**. Netanyahu offers troops pull-out. Page S pcum- pa 


Jospin rules out further rise 
in benefits for unemployed 


By Robert Graham in Paris 

Lionel Jospin, France's Socialist 
prime minister, yesterday ruled 
out further increases in unem- 
ployment benefit to help the job- 
less who have staged politically 
embarrassing protests in the past 
month to highlight their poverty. 

Mr Jospin spoke to parliament 
on the eve of a television address 
aimed at heading off the well- 
orchestrated campaign by the 
jobless. If their demands were 
met in full, he said, it would 
immediately add another 
FFriWbn ($9.8bn) to the budget 
He thought this would be an 
Impossible extra cost 

The unemployed are demand- 
ing a rise in their benefits to 
bring them into line with the 
mlnimnm basic wage. This would 
mean an extra FFrl.500 paid out 
monthly to each person, bringing 
their monthly entitlement to 
about FFrSJSW. The protests have 
already prompted tbe govern- 
ment to pledge an additional 
FEYlbn. 

The main jobless associations 
said their campaign would con- 
tinue as long as the government 
remained inflexible. “If the gov- 
ernment persists with this 
stance, it means they have lis- 



Prime minister Lionel Jospin 
addressing parliament yesterday 

tened to none of our complaints 
and underestimate the strength 
of our movement,” they said. 

Mr Jospin insisted in a welfare 
policy statement to parliament 
that his government's position 
was not simply conditioned by 
budgetary' considerations. It con- 
cerned the delicate relationship 
between those living off social 
security and those employed at 
minimum wages. “We do not 
want a society dependent upon 
[state] assistance, but one based 
upon work and productive activ- 
ity,” he said. By pointing out the 


cost of complying with all the 
demands of the unemployed, Mr 
Jospin left some space to intro- 
duce extra funding for specific 
allowances. 

Robert Hue, leader of the Com- 
munist party, which has four 
ministers, found positive ele- 
ments in Mr Jospin's policy state- 
ment. The Communists have 
recently embarrassed Mr Jospin 
by siding with the protest move- 
ment as well as being more 
openly critical of the govern- 
ment's commitment to the Euro- 
pean single currency. 

A tight budgetary position that 
could be further complicated by 
the Asian crisis is hampering the 
government's attempts to find 
more money for unemployment 
benefit. Any concession to the 
unemployed risks a knock-on 
effect as shown yesterday when 
primary school teachers went on 
strike. The strike was called to 
highlight pay differentials 
between two categories of teach- 
ers caused by reforms negotiated 
in 1989 when Mr Jospin was edu- 
cation minister. 

This pay differential cannot be 
removed in the short term with- 
out heavy extra public spending. 

Political rivalries. Page 2 
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NEWS: EUROPE 


EU looks into German pay-TV deal 


By Emma Tucker In Brussels 
and Frederick Stfidemann 
in Berlin 


Plans for a pay-TV alliance 
between the German media 
groups Kirch and Bertels- 
mann plus Deutsche Tele- 
kom are certain to face 
tough scrutiny after the 
European Union's competi- 
tion commissioner confirmed 
yesterday he would open a 
full anti-trust investigation 
into the deal. 

“We will be moving into a 
second-stage investigation,” 
said Karel Van Miert. "I 


Twist to 
French 
nuclear 
logic 


David Owen 
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think that was fairly clear 
from the outset." 

The extended probe, expec- 
ted to be announced for- 
mally over the next few 
weeks, will give the parties 
four months to suggest alter- 
ations to their plan to satisfy 
the Brussels regulators. 

The process is likely to be 
particularly tense as less 
than four years ago Mr Van 
Miert took the rare step of 
blocking a Joint venture 
involving the same compa- 
nies. This was on the 
grounds that it would have 
created or reinforced a domi- 


nant position in three sepa- 
rate markets - pay televi- 
sion broadcasting, technolog- 
ical services associated with 
pay-TV and the market for 
cable network services. 

This time, the companies 
say they have devised a for- 
mula for an open technologi- 
cal platform to which other 
parties would have access. 
The platform would be 
administered and operated 
by Deutsche Telekom, 
though using technology 
owned by the three compa- 
nies. 

Germany's cartel office 


has written to Brussels 
claiming that this arrange- 
ment stfll poses a threat to 
competition. It warns of the 
threat of market dominance 
that arises from plans by 
CLT-ufa (In which Bertels- 
mann has a 40 per cent 
stake) to acquire stakes In 
Beta Research and Beta Digi- 
tal. Kirch subsidiaries. 

These, respectively, own 
the German licences to dig- 
ital decoding technology and 
run a digital television 
broadcasting centre. In a 
separate agreement, the 
companies then plan to sell a 


stake in Beta Research to 
Deutsche Telekom. 

Mr Van Miert alio con- 
firmed that both of the 
recently announced global 
accountancy mergers involv- 
ing Price Waterhouse and 
Coopers & Lybrand, and 
KFMG and Ernst & Young 
would face a full investiga- 
tion by Brussels, adding that 
the two would be investi- 
gated "in parallel”. 

He also hinted that a 
potential case against Micro- 
soft over contracts signed by 
the company with Internet 
service providers in Europe 


France agonises over unruly young 


Growing urban violence is 
sharpening political rivalries 


French policymaking does 
not always proceed with the 
Cartesian logic that adminis- 
trators would like us to 
think it does. Take nuclear 
policy, for instance. 

The prime minister. Lionel 
Jospin, confirmed in a 
speech last June that the 11- 
year-old Superphdnix 
nuclear reactor, the largest 
fast reactor ever built, was 
to be shut down. This was in 
keeping with a Socialist 
party election campaign 
pledge. 

Mr Jospin justified the 
decision by saying that the 
nuclear industry should not 
“pursue projects which are 
excessively costly and have 
very uncertain prospects of 
success". 

What the prime minis ter 
did not say was that 
France’s other fast reactor - 
the older and smaller Ph&nix 
- was to be reopened after a 
break of three years. Yet this 
is what the government now 
seems to be on the verge of 
announcing. 

The official explanation 
for this apparently contra- 
dictory position is that a tool 
is needed to conduct experi- 
ments that will help France 
to decide in 2006 how best to 
dispose of the waste from its 
extensive network of nuclear 
reactors. These generate 
about three-quarters of the 
country's electricity. 

Some of these experiments 
can be conducted only in a 
fast reactor. With the gov- 
ernment committed to clos- 
ing the giant 1.200MW Super- 
pbenix, it follows that the 
reopening of Phenix, much 
smaller at 250MW and 
located at Marcoule in 
southern France, was neces- 
sary. 

The initial attraction of 
such reactors was that they 
were capable, in theory, of 
"breeding" enough pluto- 
nium to supply their own 
fuel. But there is no reason 
why the technology should 
not be used instead to 
destroy plutonium - as well 
as other harmful byproducts 
of the nuclear industry 
known as higher actinides. It 
is this capability that the 
experiments will be designed 
to test. 

It is almost certain that a 
decision to restart Phenix, 
which is about 25 years old 
and has in the past experi- 
enced significant technical 
problems, would be unpopu- 
lar with France’s environ- 
mentalist movement. This 
remains low-key by the stan- 
dards of many other Euro- 
pean countries, but has 
shown signs of gathering 
momentum. 

From a technical view- 
point, however, it could be 
argued that Phenix is a bet- 
ter installation in which to 
carry out the experiments 
envisaged, since it is smaller 
and more flexible. 


T he burning of dozens 
of cars in French 
cities over the New 
Year has touched off a bout 
of national agonising over 
juvenile delinquency and 
urban violence. 

The spectacle of more than 
60 cars destroyed in Stras- 
bourg alone, coming after 
attacks on bus and tram 
drivers in troubled areas of 
other large cities last year, 
raises important questions 
about French urban policy. 

It has also sharpened polit- 
ical rivalries. Jacques Chi- 
rac. the Gaullist president, 
keen to reestablish a com- 
manding role for hims elf 
after his party’s election 
defeat last year, swiftly took 
the initiative by convening a 
meeting of a dozen mayors 
at the Elysta Palace last 
week to debate the topic. 

He let it be widely known 
that the discussions had run 
on for over four hours. 

Not to be outdone, Jean- 
Pierre Chev&nement, the 
Socialist interior minister. 
Martine Aubry. employment 
minister. Elisabeth Guigou, 
justice minister, and Alain 
Richard, defence minister, 
jointly addressed more than 
300 mayors in Paris last 
Monday. They unveiled their 
"local security pacts” 
designed to improve efforts 
to calm urban tensions. 

To some, including the 
leftwing daily paper Libera- 
tion, the extent of the vio- 
lence has been exaggerated 
and even partly provoked by 
the media, especially the 
presence of television. 
Equally, there is little doubt 


that films such as La Hafne 
have focused on the negative 
aspects of life in French 
inner cities. 

Mr Chevenement empha- 
sised on Monday that, 
according to his figures, 
delinquency had declined by 
1.86 per cent during 1997. 
Besides, urban violence was 
certainly not .unknown in 
the US. the UK or other 
industrialised nations. 

But troubled French urban 
areas do have some distinc- 
tive characteristics. Most are 
not "inner city" districts at 
all, but rather banUeues or 
suburbs, far more cut off 
than in other countries. The 
huge, dehumanising con- 
crete towers of the "mush- 
room cities” built in the 
1960s and 1970s around large 
metropolitan centres have 
long suffered from isolation. 

i Jmitad transport links, a 
concentration of low-income 
apartments and a gradual 
departure of shops and other 
municipal facilities have 
also led to a growing concen- 
tration of immigrants and 
unemployed people. Social 
problems have accumulated 
in consequence. 

Some French suburbs 
report rates of joblessness 
several times higher than 
the national level, which is 
at a near-record high. It is 
little surprise that Islamic 
associations, among the few 
to remain in such areas, 
have gathered growing sup- 
port from the young. 

While one of the principal 
demands of local residents is 
greater security and a strong 
police presence, some critics 





Riot police move against a demonstrator at an unemployment protest in Paris 


argue that few officers live 
locally or are framed in com- 
munity relations. 

Confrontations with the 
young who live in these dis- 
tricts are common, and a 
handful of housing estates 
have become “no-go” areas. 

But the situation is not so 
clear-cut. The prosecutions 
of those involved in the 
Strasbourg rioting show that 
many culprits came from rel- 
atively well-off families. 

There were even some sus- 
picions that car owners 
themselves may have taken 
advantage of the confusion 
to destroy their vehicles for 
the insurance money. 

More broadly, there is 
cross-party agreement 
among urban mayors that 
measures ..to increase 
employment opportunities 
are at the centre of any 


meaningful policy. 

All those who talked to Mr 
Chirac last week, ranging 
from Communists to those 
an the political right, sup- 
port Ms Autry's initiative to 
create 350,000 state-sup- 
ported jobs, targeted at the 
young unemployed. 

Views are more split on 
ways to deal with delin- 
quency. Some an the right 
have talked about im posing 
flnas or reducing the welfare 
benefits of parents who do 
not effectively control their 
children. Even some mayors 
on the left have supported 
calls for curfews for the 
young. 

Ms Aubry has called for 
the creation of a separate 
urban affairs minister to 
work with her. While absent 
from Mr Jospin's cabinet, 
such a figure appeared in 


many previous governments 
in the ISSfc and 2990s. 

What is certain, and most 
feared by France’s main- 
stream politicians, is that 
the recent discussions about 
urban violence will serve 
only to inflame public con- 
cern about safety, and play 
into the hands of the 
extreme rightwing National 
Front party. 

The party, led by Jean- 
Marie Le Fen, achieved a 
near-record 15 per cent in 
the general election race last 
year, and his rivals worry 
that the latest polemic will 
increase support for the 
Front ahead of regional elec- 
tions in March - particularly 
since one of the regions that 
most supported the National 
Front was Strasbourg. 


Andrew Jack 


Italian parliament rejects move to hold former minister Belgian 

Rome off the hook over arrest court 


By James Blitz in Rome 


The Italian parliament voted 
last night not to proceed 
with the arrest of Cesare 
Previti, the former defence 
minister in Silvio Berlus- 
coni’s 2994 government, who 
is facing corruption charges. 

In a move that defuses a 
potentially serious crisis for 
Romano Prodi’s government, 
the chamber of deputies 
voted by 341 votes to 248 not 
to proceed with the immedi- 
ate arrest of Mr Previti as 
requested by Milan magis- 
trates. 

The decision not to ratify 
the arrest does not rule out 
Mr Previti standing trial at 
some later date for Ms 
alleged participation in the 
bribery or a group of judges 
who ruled on a 1993-94 case 


involving the Italian mer- 
chant bank IMI and the SIR 
chemicals company. Mr 
Previti bas repeatedly denied 
the allegations. 

But a decision to incarcer- 
ate Mr Previti now - on the 
grounds that he might have 
tampered with evidence 
pending trial - would have 
triggered immediate retalia- 
tion from the political cen- 
tre-right. This was a pros- 
pect that threatened to 
wreck Italy's programme of 
constitutional reform. 

The figures in yesterday’s 
vote suggested that most 
deputies in the centre-left 
ruling coalition and its com- 
munist allies had voted in 
favour of arrest. But mem- 
bers of the centrist Italian 
Popular party within the 
coalition had indicated they 


would join the centre-right 
opposition bloc in voting 
against, while the regionalist 
Northern League party also 
appeared to have voted 
against arrest at the last 
minute. 

Yesterday’s vote was 
taken shortly before Helmut 
Kohl the German chancel- 
lor, arrived in Rome for a 
short and informal visit dur- 
ing which be was expected 
to give encouraging words to 
Mr Prodi, the prime minis- 
ter, over Italy's bid to enter 
the single European cur- 
rency. 

With the Italian govern- 
ment appearing quietly satis- 
fied after European Union 
finance ministers endorsed 
the country’s budget plans 
for 1998 on Monday. Mr Kohl 
and Mr Prodi were expected 


to hold talks on a wide range 
of subjects, including Emu, 
the Kurdish refugee crisis 
and the possibility of EU 
enlargement to the east 

Mr Prodi’s office has made 
it repeatedly clear in recent 
days that the chancellor's 
visit would not be accompan- 
ied by a firm commitment 
over whether Italy would 
qualify for monetary union. 
This would be left to a criti- 
cal EU summit in May. 

But the nature of the visit 
seemed set to launch a 
warmer relationship 
between the two countries 
after some bitter words from 
German politicians in recent 
weeks over Italy's immigra- 
tion policy and alleged laxity 
in allowing large numbers of 
Kurdish refugees into the 
EU. 
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By Emma Tucker 
in Brussels 


Baltic states discuss new links 


By Anthony Robinson 
and Matej Vipotnik 


Less than a week after 
President Bill Clinton 
endorsed the desire of 
Estonia. Latvia and Lithua- 
nia to join Nato. prime min- 
isters from the Baltic basin 

states - including Russia - 
meet tomorrow to develop 
plans for long-term co-opera- 
tion. 

The meeting will be in 
Riga. Latvia’s capital, and is 
only the second at prime 
ministerial level of the Coun- 
cil of Baltic Sea States, set 
up in Copenhagen in 1992 
and now comprising il 
states including Norway and 
Iceland. 

Despite Russia’s formal 
objection to Nato member- 
ship for the three former 
Soviet Baltic nations, the 
resumption of economic 
growth in Russia and rapidly 
rising trade and investment 
in the Baltic region are 
creating an increasingly 
powerful stimulus for closer 
Russian involvement in 
other fields. 

In 1990. the last full year of 
the Soviet Union, only 35 per 
cent of Soviet sea-borne 
trade went through the Bal- 
tic ports. Including St Peters- 


burg. By last year, this 
had risen to 45 per cent, 
studies based on Russian 
and Finnish statistics show. 

The volume of transit traf- 
fic through the Baltic states 
has also risen strongly, espe- 
cially through Latvia and 
Lithuania, which provides 
road and rail links to the 
Russian port enclave of Kali- 
ningrad. At the same time, 
the Russian gas giant Gaz- 
prom is investing heavily in 

a new gas pipeline running 
through Belarus and Poland 
to northern Germany; other 
Russian energy companies 
are building new pipelines 
and loading facilities at Bal- 
tic ports. 

The aim of the Council of 
Baltic Sea States is to facili- 
tate much wider regional 
cooperation, bringing in the 
Nordic states. Poland, Ger- 
many and the European 
Union generally. 

By leaving issues such as 
security, borders and minori- 
ties to regular meetings of 
regional foreign ministers, 
the council’s prime ministers 
are left free to discuss 
broader issues of regional 
cooperation. 

The council's remit covers 
development of democratic 
institutions, protection of 
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the Baltic's fragile environ- 
ment and the struggle 
against organised crime. The 
framework also provides an 
opportunity for discussing 
issues in private bilateral 
talks and informal groups. 

The Riga talks will, for 
example, provide an opportu- 
nity for useful talks between 
Helmut Kohl, the German 
chancellor, and Victor Cher- 
nomyrdin. Russian prime 

minister, the leaders of the 


two biggest Baltic powers. 
John Prescott, UK deputy 
prime minis ter, will attend 
as the representative of the 
EITS current presidency. 

Formally, the main subject 
on the agenda at Riga will be 
fighting organised crime and 
money-launderibg. Rapid 
growth in both areas over 
the past few years has been 
a side-effect of the emer- 
gence of a new financial 
environment in the region. 


A Belgian court has 
summoned Serge Dassault, 
chairman of Dassault Avia- 
tion, the French aircraft 
maker, and Willy Claes, the 
former secretary-general of 
Nato. to appear before it on 
September 2 to testify in a 
long-running corruption 
scandaL 

The case concerns allega- 
tions that Dassault Aviation 
and Agusta, the Italian 
armsmaker. paid kickbacks 
to Belgian political parties in 
return for securing lucrative 
arms deals with the Belgian 
air force. 

The allegations forced the 
resignation in 1995 of Mr 
Claes from the top Nato job. 

According to judicial offi- 
cials, 10 other people, includ- 
ing Guy Co&me, the forms’ 
Belgian defence minister, 
and Rafaello Teti, former 
chief executive of Agusta. 
were also summoned on 
Monday. 

Mr Dassault's group is 
alleged to have paid between 
S2m and $3m in bribes to the 
Flemish and Francophone 
socialist parties in Belgium 
in order to win a $2 10m con- 
tract to supply electronic 
systems to modernise the air 
force's F-I6 fighter jets. 

The decision to award the 
contract to Dassault was 
made by Mr Claes, the for- 
mer leader of the Flemish 
socialist party, who was 
then minister for economic 
affairs. Agusta. which 
received a contract in i9SS to 
supply 46 helicopters to the 
Belgian army, is suspected 
of paying BFr51m ($1.3m) to 
the Flemish party, as well as 
other amounts to its French- 
speaking sister. 

Mr Dassault has denied all 
charges of wrongdoing but 
so far he has rejected moves 
to make him travel to Bel- 
gium. In May 1996 an inter- 
national arrest warrant was 
served on Mr Dassault, but 
this was lifted last June. 


NEWS DIGEST 


was likely to be settled ami- 
cably. John Frank, director 
of law and corporate affairs 
for Microsoft in Europe, con- 
finned this. 

• Swiss prosecutors said 
yesterday they were unable 
to substantiate the suspi- 
cions of the Munich state 
prosecutor's office that the' 
1989 sale by Kirch of a pack- 
age of films to a company in 
Switzerland bad been con- 
ducted through a shell com- 
pany. The Munich officials 
allege that the film sale was 
done as part of a tax evasion 
manoeuvre by Kirch. 


Havel re-ele 
as president 


Vaclav Havel the Czech president, won re-election in the 
second ballot of presidential elections last flight ~ 

Mr Havel failed to muster the necessary absolute - . . 

majority of all members of both houses of pa rliamen ts 

the firct round yesterday. But in second round, 
requiring a simple majority of those voting, he polled 99 - 
votes In the 200-member lower house and 47 in the 
81-member upper bouse the Senate, ad the only candidate. 
Two candidates backed by the Communist party and the. : 
ultra-right Republican party did not gain enough sjQ>part 
in the first vote leaving Mr Havel to advance to the 
second round unimpeded. ' ' . ' 

Of Mr Havel's failure to win an absolute majority to the 
first ballot Petr Pithart. chairman of the Senate, said; *! - 1 
ffiVnV some members of parliament maybe waflted to/ J 
tease Mr Havel a little bit" Reuters, Prague 


POLAND AND EUROPE 


Spain offers advice on EU 

Spain supports Poland's integration into Nato and the 
European Union, and will share the experience gained in 
its own accession process despite earlier disputes on trade , 
issues, government leaders said yesterday. 

Poland’s prime minister, Jerzy Buzek, and his' Spanish ; 
counterpart, Jos& MariaAznar, signed a joint decla r a ti on . 
on Spam's support and on intensifying political and .: . 

economic ties. Spain, which joined the common European 
structures in 1986. will make its access procedure 
experience available to Poland through regular meetings 
on integration among experts and officials, the ■ 
declaration said. The government heads and foreign. . ; ’. 
ministers are also to hold annual meetings and - .i-, 

consultations. 

Spain threatened last year to block Poland’s EU 
negotiations as a way of applying pressure for a lower ; - • 
import tax on Spanish fruit in Poland. Earlier this year 
Spain also protested against the lowering of Import duty; - 
on Polish steel sold to the EU. 

Mr Aznar assured Mr Buzek he expected no difficulty in 
getting approval for Poland's Nato membership in the . 

S panish parliamen t. AP, WOTSOXC 


GERMAN ECONOMY 


Asia worry for GDP target 


German gross domestic product should expand by 2.53 
per rent this year unless the financial dims in south-east 
Asia deepens, the economy ministry said. 

In a summary of its monthly report on the economy, 
the ministry said the target should be achieved as tong as 
"the crisis in Asia does not deepen and does not spiff over 
to other nations and regions". 

It noted, for instance that, while German exports to the 
region account for 6 per cent of total exports, other 
countries that Germany trades with may export more to 
south-east Asia. Imports from the region, which have 
become cheaper as a result of the crisis, also will increase 
to Germany and the countries it trades with, the ministry 
said. 

Apart from the possibility that German goods may be 
pushed out of other markets, the ministry said a decline - 
in exports to Asia from Germany’s trading partners may 
in turn affect German exports, "especially if the situation 
leads to a decline in economic growth". AFX. Bom 


TURKISH POLITICS 


Islamists seek compromise 


Turkey's Islamists have offered to ease their opposition to 
the coalition government of the prime minister, Mesut 
Y flm a z . in an effort to water down a ban on the 
Islam-based Welfare party, government MPS said 
yesterday. 

“They said they would change the tactics they have 
used until now. That is, they won’t block parliament and 
present motion after motion to impede the passage of : 
laws," Ugur Aksoz, a senior member of Yilmaz's 
conservative Motherland party. 

He said the Islamist leader. Necmettin Erbakan, made 
toe offer to Mr Yffmaz at a meeting last Friday jairt before 
the constitutional court banned Welfare oh chargasof : ' 
threatening the secularist constitution. The court also 
threw Mr Erbakan out of parliament and banned him ••• 
from political leadership for five years. ■ Reuters. Ankara 


SLOVAKIAN PLOT 


Threat to kill PM claimed 


The Slovak government said yesterday it had been 
warned of an attempt on the life of Vladimir Medar, the 
prime minister, before the end of next month. 

“On Monday afternoon, the government received a . • - 
telegram from a Slovak diplomatic mission abroad 
warning of an assassination attempt by February 26," a 
government spokesman, Joeef Kroslak, said. The would-be 
assassins were alleged to have been given DMlm 
($500,000) from someone in Slovakia, he added. -• • 

A spate of car bombs, the burning of an opposition -. - . 
journalist’s car last year and the kidnapping of- President - 
Michal Kovac's son in 1995 have made for a tense political - 
atmosphere in Slovakia. 11115 year Slovakia holds two - 
crucial elections. Parliament wifi choose a new president 
on January 29. Elections for a new parliament will be held \ 
in late September. Reuters , Bratislava i 


BOSNIAN SERBS 


Nationalists spurn government 


Bosnian Serb nationalists announced yesterday they • : 
would not recognise the new government named-this 
week, threatening a fight for authority in the Serb-held 
part of Bosnia. The Serb Democratic party (SDS), stiff ' 
loyal to the wartime leader, Radovan Karadzic, said it did - 
not acknowledge the gover nment named after a stormy . • 
parliamentary meeting early last Sunday. 

The SDS is the largest single party in the new Bosinah . 
Serb parliament, but it and its allies were outvoted early . - 
Sunday by Serb moderates backed by deputies . " . 1 " 

representing Moslem and Croat refugees. .. ' ... 

The new Republika Srpska government is headed by a ~ 
relative moderate, Mdorad Dodik. In a boost for bfm, the . 
Yugoslav government in Belgrade under President '- ■: v- 
Slobodan Milosevic recognised his government on 
Monday, apparently ending support for the nationalists to 
which it bas long been loyaL . AFP, Pate 


EUROBOND ISSUE 


Prague refused permission 


The Czech finance ministry has refused Pra gue City . 
council permission to issue $280m of eurobonds to fond 
infrastructure projects. It pointed to the government 
budget deficit and the country’s growing foreign ' 
indebtedness as the reasons for its decision. ' / • 

The 5-year bond issue managed by Credit Lyonnais and 
Nomura was planned to food construction of two ring 
roads, a tunnel and an extension to the metro. Hie - - 

ministry said it would “help the capital city hr finding /;.; 
other financial sources for the purposes?. Someof these 
projects have already been started in the expectation that 
the bond issue would be granted. The city is already/ . '_“/ 
overdue with its payments to contractors on the metro;, i 
The ministry's decision hi g hli g hts the problemoTOfo.' ' j 
growing indebtedness of municipalities, which same • j 
estimates put at Kpl9bn r$536m). Robert Anderson, Prague 
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NEWS: EUROPE 


Vj'%1 Ukraine pays for hollow victory 

Price for beating hyper-inflation is a payments arrears crisis, reports Charles Clover 
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W hen Ukraine conquered 
hyper-inflation three years 
ago, it paid a price,- or 
rather, failed to pay it The deficits 
which the government had financed 
with central bank credit did not go 
away, they merely mutated Into a 
new problem. 

“Instead of using printing presses, 
the government simply stopped pay- 
ing some of its liabilities, and so did 
many commercial enterprises," ss td 
Janusz Szyrmer of the Harvard Insti- 
tute for International Development 
(HUD) In Kiev. 

Ukraine's "payments arrears'* cri- 
sis is so severe that unpaid bills now 
exceed the national gross domestic 
product. The plague has afflicted 
other former Communist countries, 
notably Russia and Kazakhstan, but 
Ukraine is arguably the worst hit. 

The overdue debts of the Ukrai- 
nian economy stand at a staggering 
S60bn. according to detailed studies 
completed recently by the European 
Union’s Tacis programme and HUD. 

Most of these debts are owed 
between enterprises, but workers 
and pensioners are owed about $3bn- 
$4bn by public and private entities, 
an issue which has come to domi- 
nate the run-up to next March’s par- 
liamentary elections. Energy has 
been rationed in some areas, not 


because of a shortage of energy, but 
because of a shortage of payment. 

Meanwhile, the amount of barter 
in the Ukrainian economy grew to 
66bn hryvna ($34bn) worth of trans- 
actions last year, according to the 
state statistics committee. 

The problem is treated in some 
circles as a legal issue, and recom- 
mendations have been made to 
strengthen contracts, enforce bank- 
ruptcy laws and develop a "culture 
of payment”. But the crux of the 
issue is macroeconomic rather than 
legal. Even If everybody wanted to 
pay their debts, they couldn't, 
because the banking system is too 
small. Typically, bank assets and 
trade credits in a western capitalist 
country hover at a level between 50 
per cent to 150 per cent of GDP - 
roughly the level of arrears in the 
Ukrainian economy, according to the 
Tads study. Bank credit in Ukraine, 
along with that in other countries 
hard hit by arrears problems, 
remains at a level of 5-10 per cent of 
GDP. 

Tbe Tacis study notes that 
Ukraine's inter-enterprise payments 
arrears have a “circularity index" of 
85 per cent: that is, only 15 per cent 
of tbe arrears are net arrears. This 
means that most debts are the result 
of uncollected credits. Most Ukrai- 


nian enterprises, in other words, are 
not bankrupt, but rather insolvent 
"The non-payments crisis is abso- 
lutely a substitute for our lack of a 
healthy banking system," said 
Valentin Kulichenko, Ukraine’s dep- 
uty minister for industry. Enter- 
prises have been forced to "borrow" 
working capital directly from 
employees, pensioners and suppliers, 
without banks as intermediaries. 

Wage and pension debts of the 
Ukrainian government budget, 
which amount to more than $ibn, 
can be thought of as ad hoc deficit 
finance. 

T he Ukrainian government in 
1996 followed a fairly trans- 
parent policy of not paying 
this amount in salaries and pensions 
In order to keep its budget deficit 
within 3 per cent of GDP. “They 
tricked everyone for two years, 
because they had inflation under 
control, and everyone was looking at 
the cash deficit. But they were run- 
ning arrears as a fiscal device,” said 
a western economist in Kiev, 

The behaviour of payments 
arrears in other countries tends to 
confirm that they are filling the vac- 
uum left by lack of financial inter- 
mediation. Kazakhstan tried in 1994 
to clear InLer-enterprise debts, which 


had risen to rougbly one-third of 
GDP, with huge amounts of central 
bank credits. Not only did this result 
in four-digit inflation but, according 
to the national bank chairman, Uraz 
Dzhandosov, "within a few months 
of clearing our payments arrears, 
they rose again to the same level as 
before, and have stayed there ever 
since". 

Aside from expropriating wages 
and pensions, the most harmful 
long-term aspect of relying on 
arrears as a form of credit is that 
they allow unviable enterprises to 
continue to [Unction on a so-called 
"soft budget". 

"Anybody can create an arrear, 
but not everybody can take out a 
bank loan,” said Lucan Way. an 
expert on arrears at the World Bank. 

As long as a fundamental macro- 
economic imbalance continues to 
exist, enterprises and governments 
will continue to rely on the wages 
and pensions of their employees and 
those of their suppliers in the same 
way as they used to rely on printing 
money: to avoid reform. 

“Economic stabilisation is like try- 
ing to cure the finances of a drunk, 
who is broke because he spends too 
much on drinking. You can’t cure 
tbe finances until you cure the 
drinking," said Mr Szyrmer. 



An old woman in Kiev counts the cost - workers and pensioners are owed nearly $4bn 


Romanians 
braced for 
reform vote 


By Anatol Lieven 

Both houses of the 
Romanian parliament are 
due to meet today for an 
emergency session which, 
could decide the fate of the 
government and the Roma- 
nian reform process. 

Emil Constantinescu, the 
president, called the session 
to vote on the government's 
reform legislation, starting 
with a bill to speed up the 
privatisation process. 

Other proposals cover a 
range of issues, including 
the powers of the central 
bank and the privatisation of 
state utilities. 

In an address to the nation 
over the weekend, the presi- 
dent said that if parliament 
voted against the proposals, 
a vote qf confidence' in - the ' 
government would follow 
automatically. 

The Democratic party 
(PD), junior partners in the 
coalition government led by 
Mr Constantinescu's 
National Peasants party, has 
already threatened to leave 
the government if Victor 
Ciorbea, the prime minister, 
does not resign. 

The PD says Mr Ciorbea is 
responsible for delays and 
confusion in the reform pro- 
cess. 

Mr Constantmescu accused 
the PD last weekend of 
"medieval intrigues” and of 
defending the position of cor- 
rupt interest groups hostile 
to reform 

“This vote will show the 
parties' commitment or lack 
of commitment to the reform 
process” he said. 

"Such votes will speak 
louder than political state- 
ments.” 

The PD, led by Senate 
chairman Petre Raman. Mr 
Constant tinescu '5 arch -rival, 
appears internally divided 
on how to vote today. It 
might find it difficult to vote 



Victor Ciorbea: underfire 

against reforms it has cham- 
pioned. 

'One PD leader, Radu Ber- 
ceanu, has said that the FD 
should bring down the gov- 
ernment in the event of a 
vote of confidence. 

However, some PD leaders 
are anxious not to cause 
early elections, which opin- 
ion polls suggest the party 
would lose disastrously. For- 
mer foreign minister Adrian 
Severin, a PD vice-president, 
has said that early elections 
are not a "viable solution”. 

There have been sugges- 
tions in the Romanian press 
that the PD may allow its 
MPs to vote independently 
in a vote of confidence. 

Another possibility is that 
Mr Roman may use his posi- 
tion as chairman of the Sen- 
ate - and therefore speaker 
of the joint parliamentary 
session - to delay the vote 
or block it altogether. 

Under Romania's convo- 
luted constitution, the rules 
for joint sessions and parlia- 
mentary votes of confidence 
give ample opportunity for 
more of the procedural con- 
fusion and delays which 
have plagued the Romanian 
reforms since they began. 


Chubais downbeat 
over economy 


By John Thornhill 
in Moscow . 

Anatoly Chubais, first 
deputy prime minister, yes- 
terday gave an uncharacter- 
istically sullen assessment of 
Russia’s economic prospects, 
suggesting a stable middle 
class might' not emerge 
before 2015. , . r 
Mr Chubais said it would 
take many years of rapid 
economic growth .to raise Bv-, 
mg standards although he 
predicted the average wage 
would double to $400 a 
month by 2005. ' 

Even if Russia maintained 
high growth rates fhetsafter, 
it wonld.tmly rank between 
the fifth and tenth largest 
economies in the world by 
2015, he said. That would be 
30 years after Mikhail Gorba- 
chev., the former-Sdviet pres- 
ident :firsi launched -his 
perestroika drive. 

Nevertheless, Mr Chubais, 
who has spearheaded the 
government’s reform efforts 
for. the past six years, said a 
great: d esH had been accoro* 
plisbed in 1997 ta spite of' 
much political mud-slinging 
and the rfellout from the 
financial turmoil, in. south- 
east Ask. \ 


Far the first time in eight 
years, Russia had registered 
economic growth in 1997, 
with gross domestic product 
rising by 0.4 per cent and 
industrial output. by 1-8 per 
cent. 

In an Interview to the 
Kommersant newspaper, Mr 
Chubais said the govern- 
ment must tackle three 
Important reforms this year. 
The corporate tax burden 
must be reduced, gas and 
transport tariffs should be 
cut, and the crisis over non- 
payment of bills must be 
resolved. If these issues were 
successfully resolved, . the 
economic growth rate could 
rise to. as much as 7 or 8 per 
cent a year, he predicted. 

“The positive changes m 
the Russian economy are 
only noticeable to a narrow 
circle of specialists, because 
a 2-3 per cent growth rate is 
st very interesting subject for 
professional discussion but; 
is extremely Insignificant for 
the average person," he said. 

Mr Chubais made no refer- 
ence to last week’s redivi- 
sion of Tninigterfaii responsi- 
bilities, which many 
observers believed left him 
in, a much weakened posi- 
tion within. the government 




Advertisement 

The Leading Company 
in the Financing of 
Japanese Small Businesses 

“In my opinion finance is all about trust. Trust in Nichiei 
and in what it does can only be earned from clients, 
employees, and shareholders by having complete 
transparency in our operations. I am a great believer in 
absolute openness and good faith. ” 


Continued High Growth 
and Profitability through 
Differentiation 


While the iaree banks have 
their severe bad loan problems 
and the weaker institutions have 
been sparring to go to the wall, 
there is one outstanding, but 
litde-knawn, finance company 
that is going from strength to 
strength. It is the leading 
company in lending to small 
businesses: NkhieL 

As of die end of March 1997, 
the total balance of lending was 
¥434.1bn up -34.9% pa for the 
last ten years on average. Over 
the same ten years operating rev- 
enues have grown by an average 
of 33.4% pa. The year to March 
1997 was die 14th year of unin- 
terrupted revenue and profits 
growth. Return on equity, ROE, 
for the year was 21 .4% and one 
of the best results of an)’ publicly 
listed company in Japan. 

The story behind these fig- 
ures is tbe story of Nichiei: one 
of die few true venture business- 
es in Japan and die pioneer of 
satisfying the short-term working 
capital requirements of small 
businesses — requirements chat 
the lame banks have been unable 


The Japanese financial com- 
munity is currently faring a 

S recess of liberalisation, Japans 
ig Bang, and the foQotu or that 
is already being seen. Nichiei has 
built a niche market in small 
business finance and avoided any 
involvement in the excesses of 
the 1980’s credit bubble. Nichiei 
can look at the Big Bang process 
with confidence and the expecta- 
rion of growing business oppor- 


Qedit famine and 
Credit Feast 

Nichiei was incorporated by 
the ament President, Kazuo 
Marsuda, in 1970. Mr Matsuda 
had originally worked at two 
banks for a period of 18 years, 
before starting his own money 
lending firm m 1964 when he 
was 43. That was the beginning 
of the Nichiei of today. 

Mr Matsuda raltring about 
char rime says, “While I was 
working ar the two banks, I 
thought that the banks had got 
smaller businesses wrong. Bank 
managem ent would Only think 

about security and protecting the 
interests of the depositors. Small- 
er businesses had to meet unreal- 
istk: coOarera] conditions. 

The banks were simp ly in ca- 
pable of showing the requited 
flexibility. This was the begin- 
ning of die Japanese non-tank 


h anks , Mr Matsuda with his 
banking experience was ideally 
placed to understand the busi- 
ness opportunity presented. 

“When 1 was operaring on 
my own in the early years that 
was when I really learnt the tzicks 
of the trade." On bus own for the 
first rime, Mr Matsuda started to 
discount commercial notes — a 
kind of small business bill of 
exchange widely used in Japan. 
The problem was raising the 
funds: there was a continued 
funds famine for smaller com- 
panies and Mr Matsuda was 
in char bind himself too. It 
was particularly bad because 
the banks always had the 
ready-made excuse that there 
was no point in their lending to 
a direa competitor. 

Not deterred, Mr Matsuda 
looked for other sources of foods 
and hit on the idea of taking 
small loans from the private 
savings of small business owners 
in bis native city of Kyoto. “The 
key was getting access co funds 
ana 1 wheedled the money out 
of an ever widening circle of 
acquaintances. Tbe circum- 
stances meant chat I could not 
afford to have arty defaults. Thar 
is the origin of the credit control 
system at tbe base of Nichiei s 
success.” 

Then there was the 1973 oil 
crisis and a sudden downturn in 
the economy, the credit famine 
became a credit feast with the 
large banks seeking outlets for 
their excess funds. The banks 
and die other institutions which 
had ignored the smaller compa- 
nies suddenly changed their 
stance and became active lenders. 

“One moment the banks 
were not interested in discount- 
ing notes and the next moment 
they could nor stuff enough 
notes into their vaults. The credit 
feast was an even worse time for 
Nichiei than the credit famine. 
We had 20 branches at that rime 
throughout the country and 
were seriously thinking of a 
restructuring as the flow of busi- 
ness starcea to dry up. Things 
were really very bad.* Thai was 
when Mr Matsuda hit on the 
novel idea offending on promis- 
sory notes. “In retrospect, it was 
going through famin e and feast 
in quick succession that made 
the company — but I would not 
want to gp through the experi- 
ence again." 

Wide and Shallow 

A Japanese promissory note 
is a negotiable instrument repre- 
senting the promise by the issuer 
to pay a given amount on a fixed 
dare. These notes have a long 


history in Japan, are widely used, 
and are striedy regulated by 
law and established commercial 
practice. Promissory notes are 
acceptable to holders because: 1. 
the note is payable at a bank 
where the issuer maintains an 
account and is in good standing;, 

2. the note is presentable at die 
holders bank on the due date 
and then is subject to serdement 
through die interbank system 
and the note clearing house, and 

3. the issuer of a note that does 
not settle is subject to draconian 
sanctions and has every encour- 
agement to ensure prompt and 
full settlement. 

Credit control is further 
enhanced by die Nichiei “wide 
and shallow' 1 principle of lending 
small amounts to a large cus- 
tomer base. Thus there is a ceil- 


ing on lending to any one client 
of ¥13m and a ceiling on the 
term of any one lending of six 
months. In fan of die ¥434. lbn 
of fending at end- March 1997 
die average sum lenc was Y6.4m 
and 35.5% was due within one 
month and 36.0% due within 
two to three months. 

Why did nor Nichiei follow 
the herd of non-hank banks into 
property lending and massive 
loan expansion during die 
1980’sJ “In the early days we did 
get involved in property lending, 
but quite frankly the type of per- 
sonality and the appalling repay- 
ment performance very quickly 
convinced us rhar it was not an 
area for our company at alL 


always tried to do things differ- 
ently: we were the first to intro- 
duce the idea of organising 
systematic direct salesmen visits 
to potential customers for the old 
note discounting business. So we 
naturally derided to cake the low 
road of small business finance 
and avoided taking the high road 
of property fending." 

Transparency of Operations 

Nichiei established a 100% 
owned subsidiary, NSHC, in 
1991. The function of NSHC is 
to provide guarantees for the 
loans on notes and to recover 
loans in default on a stand-alone 
basis. Nichiei is the only compa- 
ny in small business finance to 
have adopted this approach and 
this is another important differ- 
entiation leading to greater trans- 
parency in operations. 

Being unsecured lending, the 
note loan is guaranteed by an 
individual ana by NSHC which 
takes a guarantee fee of 2.0% of 
the amount of the loan irrespec- 
tive of the term. In the event of 
default, NSHC makes payment 
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Kazoo Masada. President and Chief Executive Officer 


under its guarantee obligations to 
Nichiei, the note is endorsed 
over to NSHC, and NSHC is 
responsible for recovery. 

“What struck me was that 
the banks had loan guarantee 
providers within their group, bur 
the companies in money lending 
did not. If a subsidiary company, 
such as NSHC, is already going 
to provide a guarantee, it makes 
it psychologically much easier for 
an individual to offer a personal 
guarantee on top and then for 
the diene to borrow too. A fur- 
ther objective is that loans in 
default get isolated from the gen- 
eral loan book of Nichiei. They 
get segregated on the loan book 
of NSHC. NSHC is then dearly 
responsible for settling the loan 
with Nichiei and dealing Math 
loan recovery. NSHC has proven 
itself able ro operate ar a profit 
out of the guarantee fee and 
loans recovered- Nichiei and 
NSHC personnel concentrate 
their know how in their own spe- 
cific special fries. ” 

The consolidated accounts 
for the year to March 1 997 show 
unrecoverable loans running at 
3.4% of the total loan book and 
over the last five years the rate has 
not exceeded 4.0%. “In my 
opinion finance is all about trust. 
Trust in Nichiei and in what it 
does can only be earned from 
clients, employees, and share- 
holders by having complete 
transparency in our operations. I 
am a grear believer in absolure 
openness and good faith. The 
establishment of NSHC must be 
seen in that light and NSHC 
plays a vital role in the Nichiei 
group." 

Marketing Clout 

"Whar is imporanr for the 
small business owner is the speed 
and ease of availability of funds. 
Nichiei makes a credit decision 
in 24 hours while the same deri- 
sion takes a bank several weeks. 
Clients feel more comfortable 
with Nichiei. 

Marketing is resolutely pro- 
active: there are 200 brandies 
and some 1,000 salesmen. The 
Nichiei Research Division is 
responsible for analysing the 
information available from cred- 
it research companies such as 
Teikoku Databank and Tokyo 
Shoko Research and preparing a 
master list of potential clients. 
Each salesman is given 300 small 
businesses from the master lisc ro 
visit. The master list is fully 
updated evety three months. 
“Currently we are pulling in 
24,000 new diems every year." 

“There is no doubr about the 
size and growth of the market, 


Another ten years of good 
growth is a certainty. We nave 
some 80,000 active clients and 
die potential client population is 
close to 2 million. We are 
expanding our marketing efforts 
and plan ro have 300 branches 
by the year 2001." 

The banks are faced with die 
twin pressures of Big Bang and 
the BIS capital adequacy ratios 
against a background of the bad 
loan problem inherited from the 
1980s credit bubble. The man- 
agement response is to reduce 
lending and ro shrink the balance 
sheet. This is obviously an enor- 
mous business opportunity for 
Nichiei. 

“This is an opportunity for 
us to be selective and raise the 
average credit rating of the diene 
loan book. Thar should then 
allow us ro raise the loan ceiling 
and edge interest charged down. 
We must be prepared for intensi- 
fied competition as the banks 
and the consumer finance com- 
panies try to move in on the mar- 
ket. We are confident that we 
have the know how and experi- 
ence to cope. In the year 2001. 
the year the Bie Bang process 
should be completed in, Nichiei 
aims to have a loan book of 
¥l,000bn up 130% on 1997 
and parent pre-tax profits of 
¥100Sn up II 5% on 1997." 

While the business is an 
entirely domestic business, 
Nichiei has diversified irs sources 
of funds and in September 1997 
made a maiden international 
offering of 4.5m shares to foreign 
investing institutions. 

Management Succession 

Kazuo Matsuda has reached 
the agp of 75- Investors who have 
always considered rhar he is Mr 
Nichiei are naturally concerned 
about management succession. 
Mr Matsuda is not the type of 
man to duck the issue. “My 
responsibility is to ensure a suc- 
cessful handover to the next 
generation. My son, Ryuichi 
Matsuda is aged 45 and is the 
Executive Managing Director of 
the company and he is being 
groomed as my successor. Every- 
thing is in hand He has a more 
logical way of looking at things 
than me and is a tough manager: 
I could hand over at any time 
now, bur personally I would like 
to keep in harness for another 10 
years or so.” 

.© 

Nichiei Co., Ltd 
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'iears ago, GTE was simply a telephone company: a mover of voices over copper wires. 
But now, we’ve become a leader in the movement of ideas and information via a variety 
of vehicles: local telephone, long distance, wireless, video, the Internet, Airfone and 
directories. In fact, GTE has quietly built a company that’s a lot different than most 
people realize. So we wanted to take this opportunity to tell you how we walk the walk. 


We're now one of the largest providers of Internet 
solutions to business. And we’re developing a 15.000-niile 
data network stretching from the eastern seaboard to 
the California coast, it will expand the GTE nernvrk ^ 
tc 100 times the size of today’s Internet . 

GTE manages private data networks 
for thousands of clients , ranging from 
the University of Kentucky to A mmzm 
Microsoft to the California 911 
service. And neve been a leading 
provider of information technology 


m 










15 countries . 
On the Web. 




our SuperPages s Interactive 

Services are a valuable business directory recoiling more 
than 28 million visitors last year. We also host some of 
the largest websites in the world . supporting more than 
25 million page views a day over our network ■ 


Were a leader in Internet security. \ too. making business 
on the Net safer through state-of-the-a rt encryption and 

x O / /i 

firewall technologies, such as oar Site Patrol" managed 

B en the Department of Defense 

Treasury depend on GTE 
' highly secure networks. 

Were also a long-distance 
company , with more than one 
nd a half million customers. 
Ve he a wireless company with 
>tore than four million cellular 
jj customers in the U.S. Were the 

1 ' 1 1 l° a der in in-flight calling, with 

j jl Airfone* installations in more 

jl . than 2,000 aircraft worldwide. 

We : re building a wireless paging system 
for 25 major cities in China. Wc serve more than 
six million customers outside the U.S . . from Canada to 
Argentina. And wc have more than 21 million lines in the 
US., from Alaska to Florida. 

We're people who more ideas, from one person to the 
other and one place to the next, in a lot of different ways. 
That's what wc do. That's who we are. 




While your business already has a telephone company, you may not have a local, long distance, 
wireless, video, Internet, Airfone® and directories telephone company. And while most businesses 
are familiar with people who move raw materials, finished goods and overnight packages, 
you may not have a company that’s dedicated to moving your most precious cargo of all. 

"ibur ideas. 


Could we take one someplace for you? 


www.gte.com 
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NEWS: THE AMERICAS 


Asia effect 
‘may be less 
than feared’ 


By Raymond Cotitt 
in Caracas 

Latin America will see 
economic growth slow only 
slightly io 199S and is 
unlikely to suffer any 
long-term impact from the 
Asian crisis, according to 
Ricardo Hausmarm. chief 
economist of the In ter- Amer- 
ican Development Bank. 

At au industry conference 
In Caracas yesterday Mr 
HausmanD said growth In 
Latin America this year 
would slow by less than 1 
percentage point as a result 
of the Asian crisis. Regional 
gross domestic product gain, 
excluding Brazil, would 
reach 5 per cent. 

Brazil, he admitted, was 
“more complicated" and 
would grow •’by no more 
than 2 per cent because of 
fiscal cuts and efforts to pre- 
serve foreign exchange sta- 
bility’". 

“This is a small blip from 
which we will recover. This 
time they (the Asian coun- 
tries I are in trouble, not us." 
said Mr Hausmarm. referring 
to the early 1980s when Asia 
briefly suffered under the 
Latin America debt crisis. 

Today the situation was 
reversed, he said, rejecting 
suggestions that Latin Amer- 
ica had problems similar to 
those Asia currently had. 
“Our fundamentals are 
strong." 

He argued the region’s 
financial situation was solid. 
“We've neither seen exces- 


sive credit growth nor fiscal 
deficits ( except for Brazil), 
both typical conditions pre- 
ceding financial crises.” 

Because of its limited 
regional integration. Brazil 
had not been an engine of 
regional growth nor had it 
dragged down the region’s 
economy during the last 
large crisis - the 1994 Mexi- 
can devaluation, be said. 

Structural reforms - 
including tariff reductions, a 
restructuring of the banking 
sector and stronger revenue 
bases - accounted for 2 per 
cent of GDP growth in Latin 
America over recent years, 
said Mr Hausmann. The 
region saw the strongest 
growth performance - 5.5 
per cent - in a quarter cen- 
tury within a deflationary 
context. Regional average 
infla tion came down for the 
first time to a single digit 

- We’ve seen impressive 
structural reform and eco- 
nomic stabilisation in the 
region.” 

Mr Hausmann’s upbeat 
outlook follows recent dra- 
matic falls in the region's 
stock markets and read- 
justed growth forecasts. Sev- 
eral of the region's countries 
have seen export prospects 
dip under weakening Asian 
demand. 

The Asian crisis was hav- 
ing two principal short-term 
effects, said Mr Hausm ann . 
“One is that we’re in the 
same equity class - emerg- 
ing markets. Two. our trade 
terms are worsening.” 


FDA to 
act on 
human 
cloning 

By Mark Suzman 
in Washington 


The US Food and Drug 
Administration (FDA) has 
announced that it will take 
action against anyone who 
seeks to clone humans until 
Congress passes legislation 
on the issue. 

Michael Friedman, acting 
commissioner of the FDA, 
warned that any attempt to 
pursue cloning without the 
agency's approval would be 
a violation of federal law. 

He said that because clon- 
ing had health and safety 
implications for both foetus 
and mother, it fell within 
the FDA's legal remit to reg- 
ulate, and the agency would 
be prepared to go to court to 
stop unauthorised cloning 
experiments. 

The announcement fol- 
lows growing concern about 
the medical and etbical 
repercussions of cloning 
humans after Richard Seed, 
a Chicago scientist, 
announced he was prepared 
to start doing so within 18 
months. 

President BUI Clinton has 
already banned the use of 
federal funds for human 
cloning research following 
the announcement last year 
that Scottish scientists had 
successfully cloned an adult 
sheep. He has caUed on Con- 
gress to pass legislation 
banning such cloning as 
soon as possible. 

Several related bills have 
already been introduced in 
preparation for Congress’s 
return from winter recess 
next week. 


Smalltown Amarillo is all set for big court case over BSE remark 

Oprah beefs up Texan town 


F armers’ internet chat- 
lines are humming. 
Amarillo, a 180,000- 
strong cattle town in the 
Texan Panhandle, is abuzz 
with activity. And, from 
newspaper leader columns to 
conferences, environmental- 
ists and libertarians have 
started to debate whether 
Americans' constitutional 
right to free speech should 
override a tranche of new 
“food defamation" laws. 

Hie cause of this furore is 
the lawsuit brought by 
Texan cattle-ranchers 
ag ains t Oprah Winfrey. They 
claim the hugely popular TV 
personality cost them mil- 
lions of dollars when her 
talk show ran a segment on 
BSE - bovine spongiform 
encephalopathy or “mad cow 
disease” - and its possible 
implications for the US meat 
industry. 

In the course of the April 
1996 show, Ms Winfrey said 
that discussion of the brain- 
destroying malady which 
has caused big problems for 
the British cattle industry- 
had “just stopped (her) cold 
from eating another burger” 
- despite the official US line 
that there is no evidence of 
the disease penetrating the 
US meat sector. 

Live cattle futures fell 
after the show, prompting 
Paul Engler, a cattle pro- 
ducer whose Cactus Feeders 
company is based near 
Amarillo, to sue Ms Winfrey 
and one of her guests under 
Texas’s food defamation 
laws. 

Yesterday, after two weeks 
of pre-trial manoeuvring^, 
the case began in earnest as 
jury selection started. But 
already, outside the court- 
room. Ms Winfrey - who 



supply," he argued, 1 saying 
“a lot of the message (on 
food safety) has come 
through the media”. The 
government.' by contrast, 
had not been “particularly 


Oprah Winfrey waves from a car in the town of Amarillo 


flew into Amarillo on Mon- 
day afternoon has 
shrewdly turned herself into 
a business asset for the 
Texan town. 

Two weeks ago. her public- 
ity machine let slip that she 
would broadcast her pro- 
gramme. normally filmed in 
Chicago and attracting up to 
15m viewers, from the Amar- 
illo Little Theatre next week. 
That, in turn, prompted ram- 
pant speculation over where 
she would stay, where she 
might eat. and who she 
might interview. 

Inevitably, a bevy of 
reporters have landed on 
Amar illo in her wake. Satel- 
lite trucks now ring the local 
courthouse. 

Already Judge Mary -Lon 
Robinson has struggled to 
prevent the blaze of public- 


ity from submerging the 
case. “It has come to the 
attention that the approach- 
ing trial. . . is generating 
pervasive media attention,” 
she said in a recent ruling, 
pointing to media calls 
over court seating arrange- 
ments and the growing risk 
that the potential jury pool 
would be “tainted”. 

Accordingly, she has 
slapped “gag” orders on the 
pl aintiff s, defendants and 
their respective lawyers - 
although this has done little 
to suppress media coverage. 
Ms Winfrey’s own lawyers 
have argued unsuccessfully 
that the case should be 
removed to Dallas where, 
they cl aim, the chances of an 
impartial jury might be 
improved. 

The swelling publicity, say 
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$200bn 
reduction 
proposed 
in US 
debt 


By Bruce Clark 
in Washington 

Congressman Bill Archer, 
chairman of the influential 
House Ways and Means 
committee, yesterday pro- 
posed a S200bn reduction in 
US national debt over 10 
years, and a cap on taxation 
at 19 per cent of gross 
domestic product. 

The proposals were the 
Republicans* opening shot 
in what they have described 
as a “battle royal" over how 
to make use of an increas- 
ingly favourable budget out- 
look. 

President Bill Clinton said 
earlier this month the bud- 
get could be balanced by the 
next fiscal year, starting 
October 1, because public 
finances were improving 
even faster than expected. 

The president and the 
White House have cautioned 
against using the favourable 
position for a reckless 
bonanza of spending or tax 
cuts. But Mr Clinton is 
widely expected to suggest 
improvements to education 
and childcare when he lays 
oat bis budget proposals 
over the next two weeks. 

Mr Archer said yesterday 
said that, despite this rosy 
background, the total tax 
take was 19.9 per cent of 
GDP. the highest level in US 
history, apart from the sec- 
ond world war. He cited a 
Congressional Budget Office 
forecast which projects a 
$660bn surplus over the 
next 10 years, and said this 
gave an opportunity both 
for tax relief and a reduc- 
tion in the national debt 

The Texas Republican also 
announced a series of con- 
gressional bearings on a 
Taxpayer Relief Act which 
would consider proposals 
ranging from easing death 
taxes to simplifying capital 
gains tax. 

He also proposed a fund to 
provide state governors with 
at least 51bn to be used on 
efforts to support family life 
through voluntary’ organisa- 
tions. child support and 
incentives for fathers to stay 
with their children. 

The money wonld be 
found by setting a cap on 
the fees received by lawyers 
involved in tbe “tobacco set- 
tlement” under wbich ciga- 
rette companies are limiting 
their liability for damage to 
public health. 

The congressman called 
on Mr Clinton to reintrod- 
uce a comprehensive pro- 
posal to arm himself with 
fast-track authority to nego- 
tiate trade deals. Tbe defeat 
of this proposal last year 
was a blow to the Clinton 
administration. 


consumer advocates, should 
not distract from the Impor- 
tant principles underlying 
the case - which effectively 
pits food defamation laws, 
introduced in about 13 states 
over the past three years 
and usually tagged “veggie 
libel laws,” against the right 
to free speech. 

At a conference in Wash- 
ington DC yesterday. Reg- 
inald James, director of the 
south-west regional office of 
the Consumers' Union, 
argued that the laws them- 
selves “turn 600 years of 
common law on its head” 
and could threaten the 
flow of information about 
essential industries and 
products. 

The outcome of the case 
was “going to mean a lot for 
the protection of our food 


Pointing to the vagueness 
with which these laws have 
been drafted, he also won- 
dered if the Bible might be 
libellous when it urged 
against the eating of fish 
without scales - a stricture 
which hardly benefits own- 
ers of commercial catfish 
farms. 

Nevertheless, in the partic- 
ular circumstances of the 
case, plaintiffs will need to 
demonstrate Ms Winfrey’s 
show violated the Texan act 
by knowingly giving out 
false information about beef. 

Much may turn on how 
the progr amm e (which did 
include a representative of 
the National Cattlemen’s 
Beef Association and the US 
Department of Agriculture) 
was edited, and Ms. Win- 
frey’s remark about burger 
abstinence. This appeared to 
endorse concerns expressed 
by one guest on the show, 
the cattlemen's lawyers 
could argue. Court docu- 
ments. on the other 'band, 
suggest Ms Winfrey's law- 
yers will maintain that she 
was simply stating an opin- 
ion. 

Back on the internet chat- 
lines. fanners themselves 
seem to have mixed views. 
Not all are unsympathetic to 
Ms Winfrey. “It is not the 
cattle industry suing Oprah, 
it is one cattleman." 
suggested one caller to the 
talk site run by '-Successful 
Farming”. 

Nikki Tait 


NEWS DIGEST 


Castro call to 
welcome Pope 

Pope John Paul n starts a historic five-day visit to Cuba 
today surrounded by a storm of speculation about its 
potential political impact on the communist-ruled 
Caribbean island. 

Hie 77-year-old Polish pontiff, making his first visit to 
Cuba, will receive a red-carpet welcome from President 
Fidel Castro's government, which has made a public 
commitment to guarantee tbe success of the trip. Mr 
Castro has called on the citizens of Havana to turn out to 
greet the Pope and has urged Cubans to attend the 
open-air masses scheduled to be held in three provincial 
cities and Havana's Revolution Square during the 
January 21-25 visit “We want the squares full. . . the Pope 
will like it” he said. 

Dismissing media speculation that the Pope's past 
reputation as an anti-communist crusader in Poland could 
threaten Cuba's one-party socialist system. Mr Castro has 
hailed the visit as “an honour” for the revolution. 

The Roman Catholic Church has gone out of its way to 
damp down speculation about the possible political 
implications of the visit. Cuban Cardinal Jaime Ortega 
said yesterday the Church should not be considered an 
"alternative power to endorse or destroy” the regime. 
Nevertheless, the Cuban Church expects to gain increased 
space for its religious, social and humanitarian activities 
through the visit Pascal Fletcher. Havana 

Editorial comment Page 17 

■ CANADA-ARGENT1NA 


Chretien signs contracts 

Canadian and Argentine business leaders yesterday 
signed some 70 contracts worth about $200m on the third 
leg of a four-country Latin American tour headed by the 
prime minister. Jean Chrdtien. Deals were struck in the 
areas of mining, atomic energy and finance among others, 
underlining Canada’s position as the third largest foreign 
investor in Argentina between 1995 and 2000. 

“Canada and Argentina are natural partners,” said 
Sergio March!. Canada’s Argentine- bom minister of trade 
Plans to sign a free trade deal with Mercosur, the customs 
union representing Brazil, Argentina. Paraguay and 
Uruguay, in Buenos Aires yesterday were cancelled 
because of a trade dispute with B razil Mr Chretien and 
Fernando Henrique Cardoso, Brazilian president, have 
agreed each to appoint a special envoy with a 30-day 
deadline to reach an agreement. 

The row involves Canadian aircraft manufacturer 
Bombardier, which cancelled a $90m contract in 
December to buy 24 aircraft from the Br azilian company 
Embraer. If agreement is not reached Canada will take 
the dispute to the World Trade Organisation, said Mr 
March!. Andrea Campbell. Buenos Aires 

m PORT DEVELOPMENT 


Bogota seeks Japanese aid 

Colombia yesterday requested a tfl.Sbn credit from the 
Japanese government to finance a project to develop the 
Pacific port of Buenaventura. 

The request came from Maria Ema Mejia, foreign _ 
minister, who is on a tour of south-east Asia. She said tbe 
project would develop Buenaventura's existing port 
infrastructure and create rail and road access to the port. 
The project was the result of three years of planning and 
would take an estimated 10 years to complete, she added. 

Adam Thomson, Colombia 

M EU INTERNET SERVICE 


Microsoft amends contracts 

Microsoft yesterday said it would amend contracts with 
internet service providers in Europe to meet concerns 
from the ElTs anti-trust authority. The conciliatory 
stance contrasts with its reluctance to abide bya US 
Justice Department order to unbundle its popular • 
Windows operating system and its internet Explorer 

browser. 

Microsoft Europe confirmed it would change contracts 
with about 30 European companies providing access to 
the Internet after Karel Van Miart, EU competition 
commissioner, said a compromise was in sight. Mr Van 
Miert said Microsoft appeared prepared to offer remedies 
to clauses in contracts with service providers that were 
flying in the face of competition”. Reuters, Brussels 
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H ong Kong companies 
are faring a credit 
squeeze as hanks in 
the territory take a defensive 
stance in the regional finan- 
cial crisis and economic 
downturn, according to cor- 
porate executives. 

Credit constraints are 
being increased by Japanese 
banks' moves to curb loan 
growth. Japanese banks are 
the biggest foreign lenders 
in the territory hot have 
seen profit margins erode as 
they are forced to pay a pre- 
mium for f unds in the inter- 
bank lending market. 

"AH banks are reviewing 
their exposures,” said the 
finance director of one 
blue-chip company. "It is 
getting tight. If a bank 
reduces credit or refuses a 
new loan, it is hard to find a 
replacement." 

For many Hong Kong com- 
panies under pressure £rom 
Calling demand and rising 
interest rates, tighter credit 
increases the risk of failure. 

Though Peregrine, the 
investment bank, collapsed 
because of problems over- 
seas, It was unable to secure 
bridging funds from banks 
in the territory. Several fash- 
ion and retail companies 
have been placed under 
credit review by their banks. 


John Ridding and Louise Lucas 


on HK companies 

on pressures arising from the ‘Japan premium’ 


Hong Kong: tight money 



"They are just the high- 
profile names, but the pres- 
sure Is winding up across 
the corporate sector," said 
the senior manager of one 
European bank in Hong 
Kong. He cited retailers and 
trading companies exposed 
to troubled regional econo- 
mies as the biggest worry. 

In addition to the height- 
ened risk of default in Hong 
Kong, Japanese banks are 


facing their own pressures to 
tighten lending in the terri- 
tory. “Because of the ‘Japan 
premium' we make a loss on 
lending, so it's a pretty diffi- 
cult situation,” said Koji 
Tasaka of Sumitomo Bank in 
Hong Kong. 

With concerns over the 
financial standing of Japa- 
nese financial institutions. 
Japanese banks arc having 
to pay a premium of more 


than 80 per cent above other 
borrowers in the interbank 
market. "The ‘Japan pre- 
mium' is eating away all our 
spread," says the Hong Kong 
general manager of one of 
Japan's biggest banks. 

Japanese banks are also 
trying to cut their asset base 
to meet Bank for Interna- 
tional Settlements capital 
adequacy ratios. “Our assets 
are being squeezed and some 


Financial problems at C A. 
Pacific Finance, a Hong 
Kong money lending 
business, highlight the need 
for regulation of margin 
finance companies, Donald 
Tsang. financial secretary, 
said yesterday, Louise Lucas 
reports from Hong Kong. 
Margin finance is widely 
used in Hong Kong to tray 
shares. 

On Monday, regulators 
ordered members of Capital 
Asia group, a diversified 
pro pert y-to-securi ties group, 
not to conduct new 
securities, futures and 
foreign exchange business 
because of debt exposure to 
C.A. Pacific Finance, an 
associate company. 

of us have to reduce our 
loans." says one Japanese 
executive. Sumitomo, Fuji 
and Sanwa are among those 
thought to be reducing 
assets in Hong Kong. Mr 
Tasaka at Sumitomo says 
the hank is rolling over 
loans case-by-case and only 
lending to good customers. 

With total loans from Jap- 
anese banks in Hong Kong 
exceeding HK$2,000bn 


(U5$258bn) last year, 
retrenchment has significant 
implications for corporate 
liquidity in Hong Kong. The 
problem is worsened by a 
tightening in funds from 
other sources. 

Even some of the territo- 
ry's biggest companies are 
likely to find lending terms 
becoming tougher. Last Fri- 
day, Moody's lowered its 
debt rating outlook for Swire 
Pacific. Hysan Development 
and Wharf Holdings. 

The US credit rating 
agency cited concerns about 
the potential for prolonged 
weakness in Hong Kong's 
office and retail property 
sectors. “Such weakness," 
said Moody's, "combined 
with other factors specific to 
each of the issuers, could 
impair the operating and 
financial strengths of the 
companies". 

The higher costs of bor- 
rowing are also evident; in 
the secondary debt market, 
where interest rates for 
Hong Kong companies have 
widened, Hutchison Wham- 
poa’s Yankee bond, a bench- 
mark blue-chip issue, trades 
at more t han 250 basis points 
above US treasury bonds. 


Japan’s Fair Trade Commission orders halt to anti-competitive practices I Loan for 


Sony warned on PlayStation prices 


By Michiyo Nakamoto in Tokyo 

Japan's Fair Trade Commission 
yesterday warned Sony Computer 
Entertainment (SCE), maker of the 
popular PlayStation, to halt anti- 
competitive practices aimed at main- 
taining prices of PlayStation, games 
machines and software in the Japa- 
nese market 

The JFTC claims that SCE, a unit 
of . Sony, infringed Japan's anti- 
monopoly laws by fixing the retail 
price of PlayStation software and 
prohibiting the sale of used software. 

SCE denied that it had fixed prices 
and that it was confident it had not 


infringed Japan’s anti -monopoly law. 
SCE also said it would not accept the 
JFTC’s order. 

The JFTC move follows nearly a 
year of investigation into the com- 
pany and highlights Sony's domi- 
nant position in Japan's video games 
market 

Sony's PlayStation has sold a 
cumulative 9.4m units in the domes- 
tic market, compared with 5_2m for 
Sega’s Saturn and 2.47m for Nin- 
tendo's Ntotendo64. The PlaySta- 
tion's success had given it tremen- 
dous power in the market analysts 
said. 

The JFTC notes that SCE sets 


retail prices for software it has 
developed and negotiates retail 
prices for those that third parties 
have developed. SCE requires retail- 
ers to maintain the retail price and 
not to sell used software, the JFTC 
points out. SCE also conducts checks 
on retailers. 

The charges are an embarrass- 
ment for Sony, which has been cred- 
ited with building up an impressive 
video games business and taking on 
the industry giants. Nintendo and 
Sega. 

Consumers are likely to benefit 
from the JFTC order, which could 
enable retailers to establish prices 


freely and lead to the development 
of a secondary market, notes Kiron- 
obu Sawake. industry analyst at 
Nikko Research Centre in Tokyo. 

“Sony will have to be very careful 
about how it deals with its software 
inventories,” says Masashi Kubota, 
industry analyst at INC Barings in 
Tokyo. The company’s strategy of 
making it relatively easy for third- 
party developers to develop software 
for the PlayStation meant there 
there was a lot of poor-quality soft- 
ware on the market, which retailers 
could start bundling with the hard- 
ware itself, resulting in software and 
hardware price falls, analysts said. 


US presses for 
further stimulus 


Finance ministry faces 
reduction in powers 


By GBfian Tett in Tokyo 

The US yesterday urged 
Japan to take more steps to 
support its economy, which 
according to a Bank of Japan 
report is now effectively 
“stagnant”. 

' Thomas Foley, the 
recently appointed US 
ambassador to Japan, called 
on the government to give 
"consideration" to the need 
for new stimulus steps. His 
comments reflect growing 
unease amon g Japan’s main 
trading partners that any 
downturn in Japan could 
further fuel Asia’s financial 
crisis. 

Yasuo Matsushita, gover- 
nor of the central hank, said 
In the b ank ’s latest monthly 
report: “Weak domestic 
demand has bad a negative 
impact on production and 
incomes . . . more cautious 
corporate and consumer sen- 
timent is having a big effect 
on Japan’s real economy as 
a whole.” 

These comments are likely 
to increase the pressure on 


Ryutaro Hashimoto, Japan's 
prime minister, to unveil 
additional stimulus mea- 
sures. 

Last month he announced 
Y2j)00bn ($15.5bn) of Income 
tax cuts and a proposed 
Y30,000bn support package 
for the ailing banks. How- 
ever, opposition parties have 
warned that the Y2,000bn 
tax cuts wifi be insufficient 
to ward off the risk of reces- 
sion. In recent days officials 
from the US and European 
Union have stepped up dis- 
creet pressure on the Japa- 
nese government to consider 
taking additional stimulus 
steps. 

Mr Hashimoto has 
recently hinted he might 
unveil additional measures 
later in the spring if the 
economy deteriorates fur- 
ther. But though these hints 
have boosted the stock mar- 
ket more than U per cent in 
the last week, he has not 
made any firm pledges yet 

Mr Foley yesterday 
refrained from calling for 
Specific new tax cuts. 


By GflGan Tett 

Japan's ruling Liberal 
Democratic party (LDP) yes- 
terday pledged to strip the 
Ministry of Finance of most 
of its responsibility for 
domestic financial markets, 
confirming what has been 
widely expected as the coun- 
try deregulates its financial 
sector. 

The announcement is a 
humiliating blow for the 
ministry, whose mandarins 
were once seen to have 
almost omnipotent control 
over the world's second larg- 
est economy. It follows 
months of political debate 
about the fate of tbe minis- 
try. 

Jt bad been widely critic- 
ised for Its role in the 1980s 
property “bubble", which 
paved the way for Japan's 
current economic difficul- 
ties. The ministry has also 
been embarrassed by tbe 
arrest of ex-employees in a 
widening corporate corrup- 
tion scandal 

Some politicians bave 
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Hashimoto: compromise 

demanded the complete dis- 
mantling of the ministry as 
part of a broader plan to 
streamline the government 
Until now, these plans 
have been fiercely resisted 
by some LDP members. 
However, Ryutaro Hashi- 
moto, Japan's prime minis- 
ter, yesterday said a compro- 
mise had been agreed. 

The ministry’s powers will 
be transferred to a body 


called the Finance Agency, 
which will be established 
next summer. The LDP 
backed away from stipula- 
ting any timetable for the 
change, but some observers 
suspect that bureaucratic 
opposition may water it 
down. 

The compromise would 
remove ultimate control 
over domestic financial mar- 
kets from the ministry, 
unless a severe crisis 
occurred, according to an 
LDP policy plan. 

The ministry's banking, 
securities and insurance 
bureaux will be merged and 
their staff cut by around 
two-thirds to fewer than 100. 
About 300 of the 2,000 minis- 
try staff will move perma- 
nently to the new Finance 
Agency, which will have 
ultimate control of financial 
regulation and policy. 

The changes will -still 1 
leave the ministry with 
responsibility for economic 
policy, currency markets j 
and international financial 
relations. I 


China 


Malaysian 
hi-tech hub 

By Sheila McNulty in Sepang 

Cyberview, the Malaysian 
company responsible for 
developing key parts of the 
country’s Multimedia Super 
Corridor, said yesterday it 
would soon borrow MSl.Sbn 
(DS$380 zd) to build the 
infrastructure for what is 
planned to be a hi-tech 
international business bub. 

Plans to take on such 
debt, when Malaysia's finan- 
cial institutions are feeling 
the pressure of domestic 
debt already at 170 per cent 
of gross domestic product, 
shows the lengths to which 
the authorities will go to 
make a success of the 
nation’s most grandiose 
project Some of Cyberview’s 
shareholders are close to tbe 
government 

Economists say the 
regional financial crisis will 
see non-performing loans 
jump from around 5 per cent 
last year Into the high teens 
this year. Many financial 
institutions are hesitant to 
expose themselves to further 
risks at this point 

But the chief executive 
officer of Cyberview, Abdul 
Karim Aba Bakar, noted 
that the authorities had 
made tbe project a priority. 
Tm confident we will get 
the money," he said. "We 
need financing test" 

Cyberview is to spend 
M$4bn - much of it collected 
through booking fees and 
outright purchases - to 
develop 2,800 hectares into 
an “intelligent city”. 

News of the loan plan 
comes just days after Michel 
Camdessus, IMF managing 
director, said interest rates 
should be raised to slow 
credit growth. Mahathir 
Mohamad, the prime minis- 
ter, said authorities would 
look into raising rates but 
insisted the crisis would not 
affect the corridor project. 


NEWS DIGEST 

Thailand sets 
up rescue bank 

Thailand's cabinet yesterday approved the creation of a 
state-owned commercial honk, finance company and secu- 
rities company that will bid to buy performing assets of 
the 56 finance companies which the government shut 
down late last year. 

Tbe new bank, colled Radhanasin (or Good Assets), will 
take part in an auction process planned by tbe country's 
Financial Restructuring Authority (FRA), which is over- 
seeing the liquidation of the finance companies. 

Radhanasin will have BMbn ($75m) in working capital, 
while the finance company and the securities company, 
which will bid for a more limited range of assets, will 
have Bt500m each. The capital is being lent to the Thai 
government by the World Bank and Asian Development 
Bank as part of their contribution to the S17.2bn interna- 
tional bailout package for Thailand. 

FRA officials estimate that of the Bt930bn in assets held 
by the closed finance companies, about Bt200bn are still 
performing. To purchase all those assets at current prices 
and still maintain a healthy capital position. Radhanasin 
and its affiliates would need to raise four times their ini- 
tial capital. Ted Bardacke, Bangkok 

m 1998 PROJECTIONS 

Singapore warns on trade 

Singapore's Trade Development Board projected yester- 
day that trade growth in 1998 would be between 3.5 per 
cent and 5.5 per cent but warned there could be a revision 
because of "volatility of developments in the region". 

The board said Singapore's full-year, non-oil domestic 
exports Increased just 5.3 per cent to S$9l.6bn (S53bm in 
1997, with growth already slowed by the regional eco- 
nomic turmoil. December's non-oil exports increased 13 
per cent from the year earlier to S$S.46bn. Total December 
exports rose 11 per cent on the year-earlier period. 

The strong economies of the US and EU helped non-oil 
exports growth in December, while the lethargic growth 
in Japan had an adverse affect. Non-oil exports to the US 
rose 14.8 per cent in December over the year-earlier . 

period, while non-oil exports to the EU increased 18.4 per ! 
cent. Non-oil exports to Japan fell by about 10 per j 

cent. Sheila McNulty, Kuala Lumpur 

■ OIL TARGET ATTACKS 

Ramos orders tighter security 

Philippine President Fidel Ramos yesterday ordered 
increased security around government offices and oil 
facilities, following a grenade and rifle attack earlier this 
week on an oil company and the Energy Regulatory 
Board. 

Mr Ramos said he would not tolerate "barbaric" activi- 
ties and appealed for “calm and understanding". Tbe sep- 
arate attacks on Monday came in the wake of an increase 
in oil prices last week. The Alex Boncayo Brigade, a 
breakaway faction of the Communist party, c laim ed 
responsibility for the incidents in which no-one was 
hurt. Justin MarazzL Manila 

■ PLEDGE OVER DONG 

Hanoi resists devaluation 

Vietnam's central back yesterday said it would continue 
to resist calls for devaluation of the country's currency, 
the dong, despite pressure to act in the wake of the 
regional financial turmoil and falling exports. 

“We have no policy to devalue tbe dong. We will just 
adjust the rate to he closer to the market exchange rate. 
And right now we’re still positioned to manage the rate at 
a reasonable level.” said Phi Dang Minh, deputy director 
of the foreign exchange department. 

Hanoi's view of its currency is looking increasingly out 
of kilter with those of most bankers and economists, who 
say action is needed as the dong is overvalued by about 30 
per cent Exports of rice, a top foreign exchange earner, 
are suffering as buyers switch to cheaper and better qual- 
ity Thai rice. Hard currency is in short supply with most 
economists saying Foreign exchange reserves, worth about 
S2bn, are no longer rising. Jeremy Grunt, Hanoi 

■ FOCUS ON SMALL ENTERPRISES 

German team in Indonesia 

A delegation of bank and government officials sent to 
Indonesia by Helmut Kohl, the German chancellor, yester- 
day Indicated Germany would offer “concrete proposals" 
to support small and medium-size enterprises in Indon- 
esia. The team's visit comes as a result of a request by 
President Suharto. Germany may also offer technical help 
in drawing up a new central bank law. 

The delegation welcomed Indonesia's focus on tackling 
economic problems but said “the government should per- 
haps also engage somewhat more in explaining the 
reforms in their overall context, the implications and 
their long-term benefits". German aid could require 
assigning German experts to work with the International 
Monetary Fund and World Bank. Ralph Atkins, Bonn 
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By Laura Tyson in Taipei 

The arrival of Taiwan’s 
premier, Vincent Siew, in 
Indonesia: on another 
"secret" trip -for talks with 
President Suharto on Asia's 
financial crisis yesterday 
provoked strong condemna- 
tion from Beijing. 

China says Taiwan, which 
has been largely unaffected 
by the Asian financial crisis, 
Is taking advantage of the 
region’s economic difficulties 
to spread Its influence. 

Taiwan has been wooing 
troubled neighbours with its 
economic clout.' A week ago 
Mr Siew made a surprise 
visit to the- Philippines, 
where he met President 


Fidel Ramos and Mitsuo 
Sato,, head of the Asian 
Development Bank. China, 
which regards Taiwan as a 
rebel Chinese province, then 
lodged a "severe", protest . 

Taiwan, which, says its rel- 
ative financial health leaves 
it well positioned to help 
neighbours in distress, has 
mounted a bold drive to beef 
up its unofficial ties with the 
Philippines, Thailand. Mal- 
aysia and Indonesia. 

; An 80-etrongr delegation of 
Taiwan businessmen led by 
tbe cabinet economic policy 
chief Chiang Pln-kung, has 
been touring the four coun- 
tries -to seek investment 
opportunities. Mr .Siew’s 
presence in Jakarta coin- 


cides with tbe mission's 
visit Taipei has no official 
ties with any of the south- 
east Aslan countries, all of 
which recognise Beijing. 

“Activities by the Taiwan 
authorities are unpopular 
and doomed to failure," said 
Shen Guo fang, China's for- 
eign ministry spokesman. 
“We are resolutely opposed 
to any form of official con- 
tacts with Taiwan by coun- 
tries having diplomatic rela- 
tions with China," he said. 

China is still smarting 
over Taiwan Vice President 
Lien Chan’s New Year visit 
to Singapore - one of Bei- 
jing's closest friends in the 
region - and the rare stop- 
overs in Taiwan by the Sin- 


gaporean and Malaysian 
prime ministers. 

Beijing's condemnation 
coincides with Taiwan's 
rejection yesterday of its 
offer to open "uncondi- 
tional" political talks with 
the island. Taipei said tbe 
two. sides should return to 
the technical negotiations 
severed in June 19%. 

“We hope the two sides 
can start formal political 
talks as soon as possible.” 
said Mr Shen. He said there 
were no pre-conditions to the 
talks but -insis ted that both 
sides must agree that there 
is only one China. 

Shea Ke-sheng, vice chair- 
man of Taipei’s Mainland 
Affairs Council, dismissed 


the appeal: “The so-called 
one-China principle itself is 
a precondition.” 

Beijing has always insisted 
talks be conditional on 
Taiwan accepting its "one 
China” principle - that the 
only C hina is the communist 
People's Republic and that 
Taiwan is part of it. Taipei 
maintains China has been 
divided into two sovereign 
entities represented by the 
People’s Republic on the 
mainland and the exiled 
Republic of China on Taiwan 
since civil war ended in 1949. 

China cut off the earlier 
cross-strait dialogue in June 
1995, angered by a visit by 
Taiwan’s president, Lee 
Teng-hui, to the US. 


Sri Lanka Stands by policy on rupee 


fly.Mark Nfchofsbn in Colombo 

Sri Lanka's central - tank' will resist 
calls to devalue ihe rupee to meet 
competitive pressures caused by the 
south-east Asian .currency crisis, but 
will continue, to “adjust” the cur- 
rency where necessary, according to 
A^. Jayawardenau central bank gov- 
ernor-: ' : • •' 

- Recent currency falls in Thailand, 
South' Korea, Malaysia, and Indon- 
esia. could harm Sri Lankan exports, 
especially of garments, but the cen- . 
tral bank ..was monitoring the 
mpee’s Mmpetitlveness daily and; 


adjusting accordingly, Mr Jayawar- 
' dena said In an interview. - 
The rupee continued its managed 
slide, closing yesterday at 62J4 to 
the US dollar, having depreciated 
almost 8 per cent since the currency 
storm began six months ago. “The 
appropriate response is not to 
panic. . . and get the house collaps- 
ing, or you. end up by feeding speco- 
. lari' ve instincts,” Mr Jayawardena 
added. . 

. But he said the hank was . daily 
monitoring the rupee against a bas- 
ket of 24 currencies of trading part- 
ners and rivals. “Our index will 


show if there is a loss of competitive- 
ness: then we will continue to 
adjust” 

The central bank largely manages 
the rupee’s rate, setting dally indica- 
tive quotes based on its own assess- 
ment of the rupee’s competitiveness 
and on daily market movements. 

The International Monetary Fund 
has called the policy “appropriate” 
for Sri Lanka, though urging more 
flexibility In moving, the rupee in 
response to market changes. 

Central bank officials say Sri Lan- 
kan exports have so far mostly 
weathered the exchange rate shocks. 


with average export growth sustain- 
ing 14 per cent to the end of the 
calendar year. Garment exports, 
accounting for 46 per cent of Sri Lan- 
ka’s export earnings, have also 
remained largely unaffected. 

However, some export associations 
have urged the bank to devalue the 
rupee to about Rs70 to the dollar. 
Socgen-Crosby. the investment 
house, said last week it estimated 
the rupee to be 20 per cent, arguing 
that garment, gem and ceramics 
exports would be hurt by sharper 
devaluations in Thailand. Indonesia 
and the Philippines. 


REPUBLIC OF TUNISIA 

Invitation for expression of interest for the privatisation of 
LA SOCIETE DES CIMENTS DE JEBEL OUST 
Pre-qualification to bid 

Within the framework of the privatisation programme of the Republic of Tunisia, 
the Government of Tunisia hereby announces a two stage international tender for 
the purchase of 100% of La Socieid dcs Ciments de Jebel Oust, one of the leading 
cement manufacturers in Tunisia with a capacity of 1 million tons. 

In the first stage, interested parties are invited to express their interest 
so as to be pre-qualified for the second stage of the process. 
Pre-qualification criteria will be based on the operational track record 
in the cement industry and financial strength. 

In the second stage, for those who meet the pre-qualificatioo criteria, 
invitations will be sent together with the tender documents, 
including the procedure and timetable to be followed. 

A letter of interest and the latest annual report of the submitting party 
shall be sent no later than February 13th, 1998 at 5.00 pm to: 

MINISTERE DU DEVELOPPEMENT ECONOMIQUE 
Direction G6n6rale de la Privatisation 
Place Ali Zouaoui 
1000 Tunis, Tunisia 

Reference: Privatisation of tbe cement sector (CJO) 

Tel: 216 1 - 354 467 Fax: 216 1 - 350 975 
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Talks seek sh a rp rise in flig hts b ut want price regulation kept intact | Australia 

tourism 
industry 
in protest 

By Gwen Robinson 
■i Sydney 


US, Japan aim at new air deal 


By Nancy Dunne 
in Washington 

Washington and Tokyo this 
week are expected to pro- 
duce a framework agreement 
to liberalise bilateral air 
travel which would sharply 
increase the number or 
flights but leave price regu- 
lation intact 

The latest round of talks 
will fall short of the desired 
finish line, observers say, 
due to outstanding technical 
details and a demand by the 
powerful chairman of the 
Senate foreign relations com- 


mittee that a final deal 
should not be concluded 
before be holds a bearing on 
February 12 . 

Senator Jesse Helms is 
concerned that any deal 
short of full liberalisation or 
“open skies" will set a bad 
precedent for other aviation 
negotiations to be conducted 
with Asian countries. He has 
said any deal short of full 
"open skies” will enable 
other airlines to “avoid mak- 
ing tough choices of reform 
and transparency". 

The US has been seeking a 
deal for some time because 


Japan has been denying both 
US commercial and cargo 
carriers the right to land in 
Japan and fly on to other 
destinations, known as a 
"beyond right". 

The US says that right was 
guaranteed in a 1952 air 
pact, but Japan has argued 
that the 45-year-old pact is 
outdated. 

Under the new pact. US 
carriers will get increased 
"beyond rights". Federal 
Express is expected to be 
granted its long-delayed peti- 
tion to Oy on to China and 
the Philippines from Japan. 


American, United and Conti- 
nental airlines will get about 
90 new flights to Japan 
which would be shared with 
US Airways and TWA. 

United will increase its 
flights from Chicago to 
Tokyo from six per week to 

14 and add new flights to 

Osaka. 

All Nippon Airlines (ANA) 
and Japan Airlines (JAL) 
would Immediately expand 
their flights into the US. 
United is expected to con- 
clude a code-sharing 
arrangement with ANA, and 
American with JAL. 


Northwest, the airline 
which has most flights to 
Japan, is pushing for the 
right to team up with other 
US airlines, or airlines from 
third countries. 

The US sought to end 
Japan’s power to veto lower 
prices but failed to secure a 
commitment within the 
framework deal. 

It also unsuccessfully 
urged a date by which Japan 
would agree to Implement 
total liberalisation, instead, 
the two sides have agreed to 
return to the bargaining 
table In three years. . 


Discord over online music royalties 


W hen George Mich- 
ael, the pop singer, 
mounted an unsuc- 
cessful legal case In 1994 to 
rescind his record deal with 
Sony Music, one of his com- 
plaints was that his royalties 
an compact disc sales were 
too low. 

After the launch of CDs in 
the early 1980s, Sony and 
other multinational music 
groups paid their acts a 
lower royalty an sales of the 
new format than for vinyl or 
audio cassette until they 
recouped development costs. 
Mr Michael and other stars 
claimed that record labels 
maintained the reduction for 
too long. 

Such rows seem set to 
erupt again as record compa- 
nies prepare to negotiate the 
terms of payment for 
distributing digital versions 
of their artistes' recordings 
on high-speed cable televi- 
sion and telecommunica- 
tions systems, or over the 
internet 

"This is going to be a huge 
bone of contention,” said 
John Glover, chairman of 
the International Managers 
Forum, which represents 
artistes’ managers. "Many 
artistes and managers were 
caught unawares by CD in 
the 1980s. This time we'll 
fight them tooth and nail.” 

Lingering resentment over 
CDs* launch is not the only 
difficulty. Deciding how to 
pay artistes for online sales 


Music sales: pumping up the online volume 
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is fraught with problems, 
not least because the digital 
music market is so imma- 
ture that no one knows what 
the record companies' costs 
will be. 

Nor can the industry pre- 
dict whether consumers will 
purchase music online as 
complete albums to be 
stored on computer hard 
discs, or buy it on a per-play 
basis after which it disap- 
pears from the hard disc. 

The wrangles over CD 
remuneration may have 
been acrimonious, but both 
camps agreed early on that 
the existing system - 
whereby artistes were paid a 
royalty, or percentage of the 
wholesale price for each of 
their recordings sold on 
vinyl or cassette in Europe, 
or the retail price in North 
America - set a sensible pre- 


*3 aafcs » 1 idbun 

cedent for the new format 

Like vinyl and cassettes. 
CD Is a physical carrier, 
which is sold by record 
labels to a wholesaler, 
retailer or mail order house. 
Most labels agreed to pay 
the same royalty for CD as 
for vinyl or cassette, subject 
to a temporary reduction 
while they recovered 
research and development 
costs. 

Some companies, such as 
Sony, renegotiated each 
artiste’s contract on an ad 
hoc basis. Others, notably 
Warner Music, part of the 
Time Warner entertainment 
group, wrote to all their acts 
offering a similar formula. 
Most disputes centred on the 
level of royalty reduction, 
and its duration. 

Agreeing an acceptable 
method of payment for 
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online sales threatens to be 
more complicated. At pres- 
ent. most contracts use 
ancillary clauses to give the 
record label the right to dis- 
tribute digital versions of 
music. 

The terms of such clauses 
vary widely. Some acts are 
entitled to more than they 
would receive by selling CDs 
or cassettes, and others to 
considerably less. Both sides 
of the industry accept that, 
as the digital music market 
develops, these clauses will 
have to be renegotiated. 

The consensus among 
record companies is that 
they expect to pay artistes a 
similar level of royalties 
when their recordings are 
digitally downloaded, as if 
they had been sold as CDs or 
cassettes. 

However, artistes and 


managers riaim that online 
royalties should be higher 
than for CDs. because record 
companies will not incur any 
manufacturing or packaging 
costs and. in some cases, will 
supply the music directly to 
consumers, thereby kee ping 
the retailer’s share of profits. 

There is also concern that 
royalty-based remuneration 
may be inappropriate if con- 
sumers buy music on a per- 
play basis. Tony Russell, 
senior partner at Russells, 
one of the UK's larger enter- 
tainment law firms, suspects 
that, in such cases, artistes 
may ask for a share of net 
receipts, rather than of the 
wholesale or retail price. 

At present digital music 
sales are limited to small tri- 
als. but the market is expec- 
ted to take off this year and 
to be worth $2.54 bn. or 7.5 
per cent of global record 
sales, in 2003. according to 
Jupiter, a US research con- 
sultancy. Warner, Sony and 
other multinationals are 
now in talks with Deutsche 
Telekom to participate in a 
music-on-demand service, 
which will be available to 
more than lm German 
homes this summer. 

"As soon as a big deal is In 
place, with Deutsche Tele- 
kom or anyone else, we'll all 
be asking for the tacts,'* said 
Mr Russell. "And then well 
start negotiating.” 

Alice Rawsthorn 


Australia's tourism industry 
yesterday attacked the gov- 
ernment's decision to help 
exporters hit by Korea's cur- 
rency crisis with about 
A$300m (USS200m) in emer- 
gency trade finance guaran- 
tees. 

The protests came after 
the industry and tourism 
minister, John Moore, ruled 
out financial assistance to 
the tourism sector, only 
minutes after announcing 
an emergency short-term 
credit insurance package for 
exporters to Korea. 

Australian exporters com- 
plained that many Aslan 
bnyers, particularly in 
Korea, could no longer 
secure letters of credit to 
cover the purchase of Aus- 
tralian commodities. With- 
out extra government assis- 
tance, Australia would not 
be able to compete, they 
said. 

At the same time, tourism 
executives said their indus- 
try was facing equally 
severe conditions. They 
warned that collapsing 
Asian business could cut 
Australia's tourism earn- 
ings. which last year 
amounted to about $16bn. 

Their concerns intensified 
when Qantas and Ansett, 
Australia's two interna- 
tional airlines, cancelled 
flights between Australia 
and Korea. Qantas also said 
it would suspend some ser- 
vices to Aslan countries, 
including Thailand. Malay- 
sia and Indonesia. 

On Monday, tourism 
groups submitted a request 
for government funding for 
a special “reinvestment 
campaign” to promote Aus- 
tralia outside Asia. 

"Common sense suggests 
tourism should be included 
in any assistance package 
related to the Asian finan- 
cial crisis, given the indus- 
try’s role as a major Job pro- 
vider and industry of the 
future for Australia,” said 
Bruce Baird, managing 
director of the Tourism 
Council of Australia. 


NEWS DIGEST 


Japan stays top 
ship exporter 

Japan nmintainuri its position as the world’s leading ship 
exporter last year for the fourth year running, but South 
Korea was dose behind in terms of gross tonnage. 

Japanese shipbuilders won overseas orders for 310 
ships, or gross tnnnaa , during 1997 while Korean 
rivals took orders tor 200 ships, or 12.74m gross tonnes. 
Japan and Korea together build more than two- thirds of 
the world’s ships. Despite difficult conditions, 
shipbuilding export orders in Japan almost tripled in 
December from a year earlier to 37 ships, for delivery 
between 1999 and 2002. However, the Japan Ship 
Exporters' Association said the outlook tor 1998 was poor 
due to uncertainty over the yen and instability in Asia. 

Competition for a smaller total number of orders could 
also intensify, as the collapse of the won could be to 
Korea's advantage. However, a heavy reliance on 
imported materials means the weaker won raises costs at 
the same time as it improves export prospects. 

Bethan Hutton, Tokyo 

■ PORSCHE JAPAN 

Dealership dispute settled 

Porsche, the German sports carmaker, has settled its 
dispute with its former Japanese importer, Mizwa Motors, 
which took legal action after the contract between the 
two companies was terminated last year. Porsche Japan, 
which handles distribution of the cars, will continue to 
work with eight Mizwa Motors dealerships, as well as 16 
independent operations. Agreement has also been reached 
for three Subaru dealerships to sell Porsches. 

Mizwa Motors filed an injunction last autumn in a court 
in Stuttgart - where Porsche is based - claiming the 
German company's termination of the contract was 
unjustified. Porsche said it had acted in accordance with 
the contract The court rejected Mizwa Motors’ but 
the two aides continued to negotiate. Last year, Porsche 
raised sales in Japan, its most Important foreign market 
after the US, by 9 per cent to around 1,700 cars at a time 
when the imported car market showed a slight overall 
decline. Andrew Fisher, Frankfurt 

■ FILM DISTRIBUTION RIGHTS 

EU takes Canada to WTO 

The European Union yesterday took its dispute with 
Canada over film distribution rights to the World Trade 
Organisation. The dispute centres on Canada's refusal to 
allow PolyGram, the Dutch entertainment group, to 
distribute foreign films in Canada, while established US 
competitors - which control 84 per cent of the Canadian 
film distribution market - face no prohibition. Brussels 
says tbi« discrimination runs contrary to international 
trade rules. 

In 1967, ftanariw decided only companies financing film 
production in Canada or owning worldwide distribution 
rights could distribute in the domestic market. However, 
it exempted US film groups already operating in the 
country. Polygram, despite investing heavily in the 
Canadian fiTm-mairing industry, Han consistently been 
refused permission to distribute "third party” films . 

Under WTO procedures, If bilateral consultations fall to 
produce a settlement wi thin 60 days, the EU can ask for a 
panel to Investigate the complaint 

Frances Williams, Geneva 
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Bid to break arms inspection deadlock by drawing outsiders into technical talks I Israeli 


UN agrees concession to Iraq 


By Laura SEber In New York 

The chief United Nations 
arms inspector, Richard But- 
ler, yesterday agreed to 
include outside experts at 
technical talks in an effort to 
persuade Iraq to co-operate 
with his disarmament mis- 
sion. 

The agreement came as 
Russia's foreign minister, 
Yevgeny Primakov, called 
for a wider number of coun- 
tries to be represented in the 
UN disarmament mission 
(Unscom). diluting the 
American presence. 

Mr Butler held two days of 


talks in Baghdad with Iraq's 
deputy prime minister, Tariq 
Aziz, in an effort to break 
the deadlock over weapons 
inspections and win access 
to suspected weapons sites 
Baghdad has put off limi ts. 

Speaking ahead of a final 
session with Mr Aziz, Mr 
Butler last night said Iraq 
had not turned over fresh 
flies on its weapons of mass 
destruction. "I was basically 
told there will be no new 
information. In bard, sub- 
stantive terms of disarma- 
ment. that is probably the 
most dispiriting thing that 
has been said in the last few 


hours.” Mr Butler said in an 
interview with Reuters. 

Fred Eckhard, UN spokes- 
man in New York, said the 
two sides had agreed to hold 
meetings with technical 
experts from the five perma- 
nent Security Council coun- 
tries and Germany on Iraq's 
ballistic warheads and the 
nerve gas VX. 

The move to expand the 
group of experts was aimed 
at dispelling Iraqi com- 
plaints that the US and 
Britain dominate Unscom to 
keep strict sanctions in 
force. The UN imposed sanc- 
tions. including an oil 


embargo, after Iraq invaded 
Kuwait in August 1990. 

Mr Primakov, who broke 
the last standoff with Iraq In 
November, yesterday app- 
eared to back Iraq. "The 
American representatives on 
these inspection operations 
should not be ousted but 
probably they should recruit 
more international person- 
nel, from France, Germany 
and even Russian experts," 
he told a news conference at 
the Barents Euro-Arctic 
Council ministers’ meeting 
in Sweden. 

An Unscom official yester- 
day suggested that British 


and US officials might be 
replaced in the mission fol- 
lowing a Russian offer last 
week of 60 experts. 

It remained unclear 
whether Iraq’s President 
Saddam Hussein would now 
abandon a threat to expel 
UN arms inspectors within 
six months unless they cer- 
tify that Iraq has dismantled 
its arsenal of deadly weap- 
ons. 

The last standoff with the 
UN began last week when 
Iraq blocked an inspection 
team led by former US 
Marine officer Scott Ritter 
on the grounds he was a spy. 


Russia raises Turkmen hackles 

Heavy-handed move to control energy resources is upsetting former Soviet states 


T he sight of Victor 
Chernomyrdin. Rus- 
sia's prime minister, 
waving a big pointer stick at 
a regional map seemed to 
Turkmenistan's leaders to 
sum up everything wrong in 
the relationship between the 
two countries. 

In recent weeks, Russia 
has been scrambling to reas- 
sert its Influence in the 
resource-rich former Soviet 
republics of central Asia. 

But diplomats suggest that 
Russia's hegemonic attitude, 
combined with its 
heavy-handed attempts to 
control the development or 
central Asia's energy 
resources, may only encour- 
age the five republics to 
develop stronger ties among 
themselves, and with other 
powerful neighbouring 
states, such as Turkey, Iran 
and China. 

The shifting balance of 
influence was grapbically 
high lighted last week when 
Mr Chernomyrdin made a 
rare visit to Turkmenistan 
and Tajikistan In an attempt 
to patch strained relations. 

Mr Chernomyrdin, former 
head of the giant Gazprom 
gas monopoly and one-time 
senior member of the Soviet 
Communist party, still 
appears uncomfortable with 
the fact that such countries 
are now independent sover- 
eign states, indeed, he 
seemed more intent on lec- 


turing the region’s leaders 
than on listening to them. 

The Turkmen leadership 
visibly bristled at such a 
stance and Saparmyat Niya- 
zov, the Turkmen president, 
condemned Moscow's linger- 
ing imperialistic attitudes. 

At the heart of these ten- 
sions is the issue or gas. Gas 
accounts for two-thirds of 
Turkmenistan's export reve- 
nues. But In practice, the 
country gets paid in cash for 
only about half of its gas 
exports to the rest of the 
Commonwealth of Indepen- 
dent States (CIS), and Gaz- 
prom has shut competing 
Turkmen gas out of the cur- 
rency markets in Europe. 

Last March, Russia even 
cut off Turkmenistan's 
northern pipeline to Ukraine 
and the Transcaucasus after 
Mr Niyazov suspended a 
Russ lan -Turk men gas ven- 
ture, in which Turkmenistan 
received a 51 per cent share. 

The move hit Turkmen- 
istan’s economy hard, and 
gas output more than halved 
in the first ll months of 1997 
to 15.5bn cu m compared 
with the same period in 1996. 

Both sides bad hoped Mr 
Chernomyrdin's visit could 
help resolve the dispute but 
toiled to agree aver the price 
of Turkmen gas. 

Russia raised its initial 
offer from $32 per 1,000 cu m 
to $36, but Mr Niyazov stuck 
out for $42. “We will come to 


Turkmenistan’s gas: under Russia’s shadow 
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the price we have suggested. 
Agreement can be reached 
only on a mutually advanta- 
geous basis, which is a 
purely economic theme, 
instead of political,'' he said. 

Nevertheless, the Turk- 
men leadership suggested 
Mr Chernomyrdin's visit had 
marked the beginning of a 
more open relationship and 
expressed the hope the dis- 
pute could be resolved before 
the visit in March of Boris 
Yeltsin, Russia’s president 

The Russians would cer- 
tainly appear to have consid- 
erable leeway to meet Turk- 
menistan’s demands. Russia 


Co mpleted pipeline ' < 
Under consimetion 



currently sells gas at the 
Ukrainian border for $83 per 
1,000 cu m, and at more than 
$90 in western Europe. 

But some believe Russia 
was only brought to the 
negotiating table by Turk- 
menistan’s developing rela- 
tionship with Iran. Last 
month, the first natural gas 
from Turkmenistan was 
pumped into northern Iran. 
It was the official opening of 
a pipeline which will be 
capable of exporting 20 bn cu 
m per year to the lucrative 
market of Turkey. 

Turkmenistan may be 
using the threat of the proj- 


ect to elicit concessions from 
Gazprom. The country, with 
roughly 10 per cent of the 
world's total gas reserves, 
provides potential competi- 
tion in the coveted Turkish 
and European gas markets. 

Mr Niyazov has the last 
word: "We welcome demo- 
cratic Russia. But we should 
all face the fact that the 
Soviet Union has collapsed. 
If we did, there would be no 
mutual tensions or quar- 
rels.” 

John Thornhill and 
Charles Clover 


PM offers 

troops 

pull-out 

By Bruce Clark 
in Washington 

Benjamin Netanyahn, 
Israel's prime minister, yes- 
terday pat to President Bill 
Clinton a cautious proposal 
for troop withdrawals from 
the West Bank, and Insisted 
he could muster support for 
it from his increasingly 
hawkish cabinet 

The State Department said 
afterwards the two leaders' 
meeting had "gone 
extremely well”. The scope 
and pace of Israeli redeploy- 
ment from the occupied 
areas are expected to be at 
the centre of Mr Clinton's 
talks this week with Mr 
Netanyahu and Yassir Ara- 
fat president of the Pales- 
tinian Authority. 

“We have made a decision 
to go for peace,” said Mr 
Netanyahu, who has been 
using his US visit to muster 
support from Christian con- 
servative groups as well as 
his traditional backers in 
the Jewish community. 

He declined to give details 
of his latest ideas on rede- 
ployment but said they 
Involved a "withdrawal that 
will assure our defences”. 

Hr Clinton is according 
his Israeli visitor a rela- 
tively low-key welcome. But 
US officials have played 
down suggestions this 
amoun ts to a reb uke to Mr 
Netanyahu’s tough policies. 
His reception Is line with 
the normal procedure for a 
working visit, officials have 
insisted. 

Asked if he intended to 
put pressure on the Israeli 
leader, Mr Clinton said: "I 
would not use that word. 
What we ought to talk about 
is what both sides can do 
now” to restart the peace 
process. 

• The International 
Finance Corporation, the 
World Bank arm for private 
investment, yesterday 
launched a $XQ0m-$2Q0m 
closed-end investment fund 
to invest in companies in 
the West Bank and Gaza. 
The fond is aimed at promo- 
ting Joint ventures between 
Palestinian and Israeli 
investors. 


NEWS DIGEST 

EU sees progress 
in Algeria talks 

The European Union delegation to Algeria said yesterday 
it had made progress in its dialogue with the government 
but expressed disappointment that Algiers was not ready 
to allow United Nations rapporteurs from Geneva to look 
into the human rights situation. 

After a delicate 24-hour visit to Algiers, during which 
the team met Algerian officials, leaders of the legal 
opposition and editors of leading newspapers, its head, 
Derek Fatchett, the UK junior Foreign Office minister, 
reassured Algiers of the EITs condemnation of terrorism 
and Its "determination to prevent terrorist attacks and 
bring terrorists to justice”. But EU officials said they were 
waiting for Algiers to provide specific suggestions and 
evidence of accusations that some European countries 
were harbouring terrorist networks. 

Mr Fatchett urged Algiers to allow more foreign 
journalists into the country and reiterated the EU view 
that transparency was in the government’s interest The 
delegation will report to the EU foreign ministers' 
meeting on January 26. The EU presidency now held by 
the UK invited Ahmed Attaf , foreign minister, to London 
to continue the dialogue. EU officials were treading 
carefully in Algiers since the government rejects any 
form of foreign interference in its six-year conflict 

While the EU was holding Its meetings, a bomb 
exploded on a bus in central Algiers, leaving one person 
dead and 23 wounded. The Algerian press also reported at 
least 33 people had died in attacks since last weekend. 

Roula Khalaf 

■ ZIMBABWE RIOTS . 

Government sends in troops 

After another day of rioting and looting in Harare, the 
Zimbabwe government sent in the troops to restore order. 
The home affairs minister. Dumiso Dabengwa, said the 
entire army had been put on the alert in case the riots, 
sparked by a 21 per cent rise in the price of the food staple 
maize, spread to Cither parts of the country. 

He said the government would not neglect its duty to 
mai n ta in law and order in deference to “democratic 
rights”, adding that it was clear the disturbances bad 
been orchestrated as well as spontaneous. 

For the second day much of Harare city centre was 
shut, while in the industrial sites on the outskirts of the 
city and in townships millions of dollars of damage was 
done, according to witness reports. Businessmen said 
factories and vehicles were stoned, while police used 
helicopters to "bomb” rioters with tear gas. 

The industry minister. Nathan Shamuyarira. 
announced that the millers had agreed to retain mala* 
meal prices at existing levels, abandoning their planned 
21 per cent increase. The move could result in a subsidy 
to the Grain Marketing Board. Tony Hawkins, Harare 

■ LANDMINES CONTROVERSY 

Clinton urges export ban 

President Bill Clinton yesterday urged the United Nations 
conference on disarmament to negotiate a global ban on 
the export of landmines, as a first step towards a 
comprehensive UN treaty to outlaw the weapons. 

• The US has publicly backed Gro Harlem Brundtland. 
former Norwegian prime minister, as the next head of the 
World Health Organisation to succeed Hiroshi Nakajlma 
when he steps aside in July. Frances Williams, Geneva 
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By John Rkkfing in Hong 
Kang and John Kampfner in 
London 

Hie opposition Conservative 
party was last night 
embroiled in a fresh funding 
controversy after Will iam 
Hague, the party leader, said 
be would return a film dona- 
tion from a Hong Kong 
media group only if It was 
proved that the money bad 
come from illegal sources. 
The Oriental Press Group 
claimed senior party officials 
knew of conditions attached 


to the donation. The media 
company, which is con- 
trolled by the family of a 
businessman who -fled Hong 
Kong for Taiwan to avoid 
drug trafficking charges in 
1978, described the 
conditions as “a private 
affair". This is thought to 
mean the dropping of drug- 
trafficking charges against 
Ma Sik-chun, founder of the 
group. 

The Oriental Daily News, 
the group's flagship newspa- 
per, yesterday printed a let- 
ter from Ma Ching-kwan. 


son of Ma Sik-chun and an 
executive director of the 
family company. 

The letter, sent to Brian 
Mawhinney, then chairman 
of the Conservative parly, a 
month before last May’s UK 
general election, said “com- 
mitments" bad not been hon- 
oured and that the £lm sum 
should be returned. 

Conservative headquarters 

refused to comment on the 
disclosures directly. The gov- 
erning Labour party called 
on the Conservatives to 
band the money immedi- 


ately to charity. Mr Hague 
repeated his pledge to sup- 
port legislation banning for- 
eign donations. “We have 
not accepted any money 
with strings attached," he 
said. 

"We would not accept 

money from illegal sources. 
If ever that turned out not to 
be the case. If it had been 
proved that was not the 
case, then of course the 
money in question would be 
returned." Aides of Mr 
Hague said the onus of proof 
did not lie with the Conser- 


vative party. 

The timing of the allega- 
tions was particularly unfor- 
tunate for Mr Hague, who 
has sought to draw a line 
under the sleaze sagas that 
afflicted the previous Con- 
servative government. 

In bis letter to Mr Mawhin- 
ney, Mr Ma said he and bis 
family had been a “frequent 
and major contributor" to 
Conservative coffers. Refer- 
ring to “various conversa- 
tions regarding my family's 
expectations in supporting 
your party at a difficult time 


in its history", he said: 
“There is no doubt that the 
expectations of my family 
were clearly understood by 
all concerned." 

Chris Patten, former UK 
governor of Hong Kong, 
denied a suggestion by the 
group that he had been 

involved in the fundraising. 
“I played no part whatsoever 
in raising funds for the Con- 
servative party as governor 
of Hong Kong," he said. "It 
would have been wholly 
wrong to play a role in Con- 
servative party fundraising." 
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T he Conservative party 
is just the latest tar- 
get in the sights of 
Hong Kong's Ma family. 
Claims in the Oriental Daily 
News, the group's flagship 
newspaper, that the Conser- 
vative party accepted a £lm 
contribution but failed to 
deliver on conditions has 
again placed the company 
firmly in the headlines. It 
follows feuds with other 
local publishers, notably the 
South China Morning Post 
The latest assault centres 
on sensitive claims - both 
about British political fund- 
ing from the territory's 
tycoons and the background 
of the Ma family. In a series 
of articles this week, the Ori- 
ental Press alleges that a 
£lm donation to the Conser- 
vative party in 1994 was 
made with certain condi- 
tions on a “personal matter”. 

Although officials at the 
newspaper group decline to 
elaborate, it is thought to 
mean assistance with the 
dropping of charges a gains t 
Ma Sik-chun, one of the 
founders of the Oriental 
Press and father, of Ma 
Ching-kwan, how an execu- 
tive director but considered 
the main power at the 
company. 

CJK- Ma's father and his 
uncle, Ma Sik-yu, known as 
“white powder Ma”, left 
Hong Kong for Taiwan in 
the 1970s amid allegations of 
drug trafficking.. Ma Sik- 
chun had appeared in court 


in the 1970s on a drugs 
charge, but then disap- 
peared. It later emerged he 
had travelled by fishing junk 
to Taiwan, where he has 
remained. 

While keeping silent on 
the specific conditions 
attached to the donation, the 
Oriental Press is now kick- 
ing up a storm about funds. 
An alleged receipt for a £im 
donation, invitations to dine 
with John Major, and a 
Downing Street menu from 
September 1994 have all been 
Splashed across the Oriental 
Daily News. 

Hie newspaper claimed a 
former senior Hong Kong 
official had used MI6 con- 
tacts to besmirch CJL Ma’s 
reputation in Australia. A 
letter reprinted yesterday, 
which had been sent to 
Brian Mawhinney. then Con- 
servative party chairman, 
claimed that senior Conser- 
vative officials knew of the 
conditions for the donation. 

“Various conversations 
regarding my family's expec- 
tations in supporting your 
party at a diffi cult time In its 
history took place with Lord 
Hambro, Sir Philip Harris, 
Rt Hon David Mellor and 
other senior parliamentary 
members of your party," 
said CJL Ma in his letter. 
“There is no doubt in my 
mind that the expectations 
of my family were clearly 
understood by all con- 
cerned.”’ 

Mr Mellor declined to com- 
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The figure on the right of the cartoons is John Major, who was UK prime minister from 1990 to 1997 


ment_ Lord Hambro and Sir 
Philip could not be reached. 
William Hague, the Conser- 
vative leader, said: “When I 
became leader of the party, I 
made it absolutely clear we 
are not accepting any for- 
eign money in future." 

In another swipe at the 
former British administra- 
tion, the Oriental Press 
claimed It had been betrayed 
over the establishment of 
the Eastern Express, an 
F.n gUsh - languflg p daily news- 
paper which was launched 
in 1994. According to the Ori- 
ental Press Group, the 
Express had been launched 
with the backing of the Brit- 
ish administration and the 
promise of government 
advertisements. Hie admin- 


istration, it claimed, sought 
a counterweight to the South 
China Morning Post, which 
had been acquired by Robert 
Kuok, a prominent business- 
man with strong connections 
in China. 

An officia l in the former 
administration described the 
claims ip the Oriental Daily 
News as “rubbish”. 

Whether let down by the 
administration or not, the 
closure of the Eastern 
Express in July 1996 came as 
a blow to C.K. Ma. The title 
had been launched with high 
hopes. 

Mr Patten said yesterday. 
“I played no part whatsoever 
in raising funds for the Con- 
servative party as governor 
of Hong Kong. It would have 


been wholly wrong to play a 
role In Conservative party 
fundraising." 

The collapse of the East- 
ern Express amid heavy 
losses was the first failure 
for the group, which had 
grown since its foundation 
in 1969 to become one of the 
territory’s biggest publishing 
groups, with annual sales of 
HK$2bn, and with the Orien- 
tal Daily News commanding 
a dominant position in the 
Chines e-language press. 

The closure was accompa- 
nied by the retirement of 
C.K. Ma as group chairman 
and bis replacement by bis 
brother Ma Ching-fat. But 
his influence remains strong 
at the newspaper group, 
while the newspaper itself 


has taken an increasingly 
aggressive tone towards the 
establishment 

Following a r uling against 
it in an appeals court, the 
Oriental Daily said it would 
"teach a lesson” to Gerald 
Godfrey, the presiding judge, 
and sent reporters to pursue 
him. Other recent attacks 
against the judiciary 
included a column entitled 
“The Judge is a White Pig”. 

Legal groups, human 
rights bodies and even the 
territory’s legal department 
reacted with concern. The 
secretary for justice said her 
deparment was examining 
whether proceedings for con- 
tempt of court could be 
taken “as a matter of 
urgency”. 
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By John Griffiths in London 

Car production in the UK 
reached a 20-year record last 
year, with nearly two out of 
every three cars built des- 
tined for export, government 
figures showed yesterday. A 
total of 1,697,966 cars was 
produced, up 1 per cent on 
1996, with output of 2m a 
year projected for early next 
century. 

But the motor industry 
also disclosed yesterday that 
its success, reflected in 
nearly 2m annual sales and 
a car population expected to 
reach 28m next year, is being 
achieved at a heavy cost. 

The annual bill for road 
congestion last year reached 
£10bn ($i6.3bn>. according to , 
the tenth annual Lex Report 
an Motoring, commissioned 
from the Mori polling organi- 
sation by Lex Service, the 
UK car distribution group. 

Congestion hag added an 
average , of two and a. half 
hours a week to work-related 
journeys since 1990: £500m a 


By Christopher Adams, 
Insurance Correspondent 

The government is to back 
proposals that the Lloyd's of 
London insurance market be 
regulated externally. A state- 
ment ending the uncertainty 
that has surrounded the 
insurance market's future 
may come today. 

Helen Liddell, a minister 
at the Treasury, is expected 
to endorse proposals put for- 
ward by Lloyd’s last year 
that it be brought under the 
Financial Services Author- 
ity, the new integrated regu- 
lator for the City of London. 


The future of the regula- 
tory regime governing 
Lloyd's has been in doubt 
until now. The government 
did not mention the insur- 
ance market when it 
launched the FSA last Octo- 
ber. 

But Lloyd’s was confident 
its plans would be incorpo- 
rated in the new Financial 
Services Act when it is pub- 
lished in draft form this 
summer. It says the switch 
to exte r na l oversight could 
be made without amending 
the Lloyd’s Act, which gives 
it statutory powers to regu- 
late its own affairs. 


“We have had close discus- 
sions with the government 
and so far there have been 
no insurmountable obsta- 
cles," said David Gittlngs, 
Lloyd's director of regula- 
tion. The Treasury may rec- 
ommend that the FSA has 
powers enabling it to take 
action were Lloyd's to toil in 
its own day-to-day regula- 
tory duties. It is also consid- 
ering whether managing and 
members' agents operating 
at Lloyd’s should be licensed 
by the FSA 

In addition, rules govern- 
ing the auction system, 
under which the right to par- 


re quire brokers to register 
individually and meet new 
codes of conduct. Members’ 
agents would have to con- 
form with standards that 
apply to other financial 
advisers. Some members' 
agents could face disciplin- 


suffered in the late 1980s and. ary action following an 


early 1990s. 

Lloyd’s yesterday 
announced plans to tighten 
regulation of insurance bro- 
kers. the intermediaries act- 
ing on behalf of clients with 
whom it transacts business, 
and members' agents, who 
advise capital providers. 

Mr Gittings said it would 


investigation into the qual- 
ity of advice given to Names. 
Lloyd's traditional backers, 
during capacity auctions. 

An inquiry into underwrit- 
ing activity has shown con- 
cerns about the possible 
reappearance of a damaging 
"spiral” of reinsurance were 
unfounded. 


Dutch premier chides Blair over Emu 


FT Reporters in London 
and The Hague 

The Dutch prime minister. Wim 
Kok. last night put pressure on Tony 
Blair, his UK counterpart, to adopt a 
more positive approach to European 
monetary union, saying that sterling 
should join the new currency as 
early as possible 

Shortly before the British prime 
minister gave a lecture in the 
Netherlands on his European policy, 
Mr Kok - regarded as a political 


soulmate of Mr Blair - showed that 
EU members remain uncomfortable 
with the UK’s equivocal approach to 
Emu. 

Mr Kok said that "countries that 
meet the criteria should be prepared 
to participate as soon as possible” 
and that “this also applies to the 
United Kingdom”. Addressing Mr 
Blair, Mr Kok continued: “1 would 
therefore urge you not to wait too 
long." 

However Mr Blair’s speech was 
cool towards Emu and he made no 


reference to the official policy of 
favouring monetary union in princi- 
ple. His official spokesman insisted 
there bad been no “watering down” 
of the government's Emu approach. 

The UK prime minister said sim- 
ply that “we believe a single cur- 
rency can make sense in a single 
European market", but warned that 
“labour mobility and fiscal trans- 
fers" would not be "realistically 
available" to cope with economic 
shocks within the Emu area. 

For monetary union to work, there 


would therefore be "a vary high pre- 
mium on genuine and sus tainab le 
convergence and on the adaptability 
of our industry and the employabil- 
ity of our workforce". 

Mr Blair also hailed the creation of 
an alliance of “politicians from all 
parties” in the UK to promote the 
cause of the European Union. He 
told Journalists it was "important to 
co-operate across traditional party 
lines.” 

Editorial comment. Page 17 


UK NBA/S DIGEST 

Expansion hope 
for City airport 

John Prescott, deputy pnme mi nis ter and chief transport 
minister, yesterday intervened in a dispute about dou- 
bling the number of flights at London City Airport in the 
Docklands district in the east end of the capital. 

London City Airport wants to double flights from 36,500 
to 73.000 a year to meet growing demand for travel to 
European cities from City of London business people. 

Mr Prescott's intervention came as the London Dock- 
lands Development Corporation's pl anning committee 

decided provisionally in favour of the plan. It faces a rival 
in Southend Airport some 75km east of London, which 
has just won outline permission for a new railway station 
and terminal building which would allow- it to cater for up 
to 300,000 passengers a year in the same market. 

Passenger numbers at London City grew by 70 per cent 
to 1.2m last year. Its plan would allow it to take 3m pas- 
sengers by 2005. Many local residents have objected to the 
increased noise. 

London City, built ten years ago by Mowlem. was 
bought by Irish entrepreneur Derraot Desmond for £23. 5m 
($3S.30m) in 1995. It moved into operating surplus in 1996. 
Flights go to 20 destinations including Paris, Amsterdam, 
Brussels and Zurich. Brian Groom, London 

m BRITISH AIRWAYS 

Check-in computer crashes 

The British Airways' check-in computer system crashed 
yesterday, resulting in the cancellation of 20 flights. BA 
said the crash was caused by a power failure at one of its 
buildings at London's Heathrow airport. 

BA said tbat the failure affected its computer system 
worldwide, causing delays to flights from several airports. 
However, cancellations were limited to London. The air- 
line bad to cancel uvo departures from London Gatwick 
airport and 18 European flights and long-haul flights from 
Heathrow. 

BA said it could oot say how' many passengers were 
affected, although it is likely to have been several thou- 
sand. The airline said it had booked all passengers 
affected on to other flights. The airline said it did not 
expect the failure to affect today's flights. < 

The scene at Heathrow's Terminal 4 yesterday morning j 
was one of confusion, with long queues at paralysed 
check-in desks. There were groans when BA staff 
announced the cancellation of flights to many destina- 
tions. including Dubai. New York, Montreal and Tokyo. 

Michael Skapinker and George Parker. London 

m HEATHROW RAIL LINK 

Breakdown setback for service 

The £550m ($895m) fast rail link between Heathrow air- 
port and central London suffered a setback on its first day 
of operation on Monday when one of its tr ains broke 
down. 

The Heathrow Express service, which runs from Lon- 
don Paddington station every 15 minutes, was suspended 
in the evening, nearly three hours before the scheduled 
last train of the day. A rescue train sent to haul the tailed 
unit to a depot also broke down. 

The Heathrow Express will be a faster and more expen- 
sive alternative to the present London Underground ser- 
vice, which follows a different route from central London 
to the airport. Charles Batchelor. London 

■ SOUTH KOREAN INVESTMENT 

Halla pledge to protect factory 

Halla Euro Enterprise, an offshoot of the Halla shipbuild- 
ing conglomerate of South Korea which was declared 
bankrupt last month, yesterday announced job cuts at its 
excavator and lift truck factory in South Wales. 

The factory, opened by Queen Elizabeth last May. was 
the first South Korean factory in Wales. Managing direc- 
tor S.J. Kim pledged that the company intended to keep 
the plant open: "During the last two months, Halla has 
been reconsidering its European bus i ness plan and has 
reluctantly concluded that the current economic situation 
in the Far East makes it more cost effective to increase 
imports from Korea of the equipment that Halla sells in 
Europe." 

■ FORD PROJECT IN US 

Visteon to invest $35m in plant 

Visteon, Ford’s components subsidiary, is investing £22m 
(S35-86m) in its factory in Swansea, south Wales, to make 
parts for a new vehicle in the US. 

The company said the spending reflected labour flexibil- 
ity at the plant, which makes car parts such as axles, 
brake drums, discs and hubs. The new contract is for an 
aluminium transfer case to be fitted to a Ford vehicle, as 
yet unidentified. Haig Simonian, London 

■ CREDIT CARD SPENDING 

Slowdown ‘reflects rate increases’ 

Growth in credit and debit card spending slipped in 
December to its lowest rate for more than a year accord- 
ing to the Credit Card Research Group. It said the slow- 
down reflected the five interest rate increases imposed 
since last May and the shrinking pool of retailers who 
decided to accept cards in payment for the first time. 

The first official estimate of total retail sales for Decem- 
ber will be published today. Credit and debt card spend- 
ing totalled £10.3bn <;\6.78bn') in December, up 13 per cent 
on a year earlier. 

Monthly card spending was showing 25 per cent growth 
early in 1997 and 15 per cent as recently as November 
1997. Elizabeth Phillips, director of the group, predicted 
tbat the deceleration in growth would continue into the 
current year. Robert Chote, London 


Pnvau»q[Uori:- Shareholders in former state-owned operations warned that the next few years will be far from eas; 


the morning, school run, 
according *o the report’s sur- 
vey of L5Q0 car and truck 
users. The report predicts 
that the car population will 
rise over the next five years 
by 10 per cent - 
The enormity of the' task 
faced by the government to 
persuade motorists - about 
half the electorate - out of 
their cars and on to trains 
and buses was also under- 
lined.; The report found that 
without big investment- to 
make public transport m ore 
attractive, only 7 per : cent 
Would willingly use public 
transport even ^ congestion 
Were to double over the next 
few years. . ; " 
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Increase in rail revenue urged 


By Charles Batchelor, 
Transport Correspondent 

Britain’s privatised train 
operating companies must 
increase passenger revenues 
by up to 93 par cent by the 
aid of their seven-year fran- 
chises if they are to compen- 
sate for declining govern- 
ment subsidy, according to a 
study of -the rail' industry. 

; This is on top of cost 
savings .rising to . £643m 
<$1.05bn) a year or 14 per 
cent off present levels after 
seven' years,, the study said. 
It was compiled by John Nel- 
son. a former managing 
■director of the south-east 
region of British Rail, the 
farmer state network. - 
Tire private owners of rail 
companies have often -com- 
mitted themselves to reduc- 
ing -levels ofsobsidysteeply 


Offer, the electricity regulator, yesterday confirmed that 
the target date for the introduction of domestic competition 
will be put back from April to September, Robert Corzme 
writes. Professor Stephen Uttiedzfld, director general of 
Offer, said a five month delay was needed because “ft is 
dear that the industry will not be ready to implement the 
necessary changes ...” to computer and billing systems. 
Hie new target date for full competition for Britain’s 26m 
electricity consumers is June 1999. supply com Commercial 
electricity users responded to the delay % demanding tbat 
competition go ahead in April for multi-rite users, such as 
retailing groups. 


ova: the lives of the fran- 
chises, raising fears that 
some -may not be able to 
expand their businesses suf- 
ficiently. 

Mr Nelson said some of 
the train operators appeared 
to be enjoying the benefits of 
the buoyant economy with- 
out being sufficiently aggres- 
sive in expanding their busi- 
nesses. In theory, all of them 


“should be capable of meet- 
ing the growth targets 
required”. 

“At the top of my list of 
what' they need to have in 
place is an Innovative man- 
agement, particularly in the 
marketing area. They need 
to acquire new rolling stock 
and develop new services. I 
can see this happening in 
some companies but not yet 


on a sufficiently wide can- 
vas," he said. 

The move from national 
marketing campaigns by BR 
to cam paigns by Individual 
train companies has led to a 
decline in awareness of the 
railways and of promotional 
fores for families and young 
people: “A substantial brand- 
ing exercise by the train 
operators may be needed." 

The growth rates needed 
to compensate for declining 
subsidies and to provide a 
return to shareholders range 
from 1 per cent at South 
West Trains to 33 per cent at 
Cardiff Railway in Wales. 

Virgin Rail has the most 
challenging revenue target 
of more than doubling 
revenues on its 15-year west 
coast main line franchise 
between England and- 
Scotland. 


Regulator’s tough move 
may curb water payouts 


By Leyta Boulton, 
Environment Correspondent 

Water company dividend 
payments are likely to fall 
sharply after 2000 because 
of a tough regulatory 
squeeze on profits, Ofwat, 
the water industry regula- 
tor, has warned. Ihe compa- 
nies include 10 former big 
state-owned utilities. 

Ian Byatt, Ofwat director- 
general, said his review of 
water charges next year 
would “switch gear to lower 
profits and there won't be 
resources for anything other 
than a prudent dividend 
policy”. 

He said the double-digit 
increases in the dividends 


paid by companies to share- 
holders in recent years had 

been “ nrisn cfalnah lp" . 

Mr Byatt was agreeing 
with suggestions by mem- 
bers Of the House of Com- 
mons public accounts com- 
mittee tbat dividends paid 
to shareholders in the past 
had been excessive. 

But Mr Byatt said he was 
reluctant to impose more 
direct controls on the divi- 
dends and profits of compa- 
nies because these would 
undermine incentives for 
companies to cut costs. 
Ofwat is due next year to 
revise its caps on the prices 
companies can charge with 
effect from 2000. 

Separately, Mr Byatt said 


he would stick to his plan to 
introduce a one-off price cut 
In 2000 before allowing 
price increases in subse- 
quent years to pay for new 
environmental obligations. 

He also attacked an alli- 
ance emerging between the 
Environment Agency, the 
pollution watchdog, and 
companies against price 
cats. They argue that Ofwat 
should not preclude the 
need for bills to rise in order 
to fund furtber improve- 
ments to water quality and 
sewerage standards. Mr 
Byatt said the companies 
had first to share with 
shareholders some of the 
efficiency savings they had 
made. 
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Lack of a user-friendly PC nerd should not stand in the 
way of small businesses sharing the benefits 


Every office needs one; 
somebody who can help 
with the day-to-day prob- 
lems of PC use. In large 
companies there are IT 
managers who handle the 
job, bat in small businesses 
the situation is very differ- 
ent. 

Typically, there is some- 
body in the office who 
becomes by default the 
office nerd; a self-taught 
expert with an aptitude for 
computing. But the techni- 
cal knowledge of the office 
nerd often runs out when it 
comes to computer network- 
ing. This is one reason why 
small businesses tend not to 
install local area networks. 
Yet the internet has given 
many small business and 
individual PC users a taste 
of the benefits of network- 
ing, including e-mail and 
file sharing. Intel, which 
this week launched a range 
of networking equipment 
aimed at businesses with 50 
or fewer employees, believes 
the market is ripe for net- 
working products that do 
not tax the knowledge of PC 
users (www.intel.com)- 

The new plug-together 
system is “dead simple" to 
ins tall , said Jim Johnson, 
product manager. ‘It takes 
only about 30 minutes." For 
the sceptical, Intel promises 
telephone support, even on 
weekends and evenings. 

The cost benefits of creat- 
ing a local area network are 
persuasive if tbe alternative 
is connecting computers via 
the internet. Five PC users 
with internet accounts, for 
example, would pay at least 
$100 a month for the ser- 
vice, plus the costs of phone 
lines which may run to an 
additional $300 or more. 
With a Lan. this can be 
reduced to a single phone 
line and account for inter- 
net access at a cost of about 
$80 a month. The router, 
hub and network interface 
cards needed to set up the 
network cost about $1,500 to 
$2,000, depending on the 
speed of the local network. 
Cabling to link the PCs is 
extra, but additional 


savings can be made by cut- 
ting the number of printers 
and other peripherals. 

So, if networking is get- 
ting easier and cheaper, 
how long before we have 
computer networks in the 
home as well as the small 
office? The multi-PC home 
is becoming mare common, 
but most homeowners are 
not keen to drill through 
w ail* to install new wiring. 
Alternatives such as wire- 
less Laos or networks that 
piggyback on borne electri- 
cal wiring may be the 
answer. But the cost will 
have to come down - to per- 
haps $500 - if the home PC 
network is to take off. At 
that price it mig ht be worth 
saving the trip from the liv- 
ing room to the home office 
to swap a computer disk. 


“When did you last back up 
your files?" The question 
was blunt and to the point 
It elicited the same sinking 
feeling you get when blue 
lights flash behind your car 
or the teacher asks for your 
forgotten homework. It is 
too late for excuses. It all 
began with a flash of light- 
ning. Then the heavens 
opened and the lights went 
out only to flicker back on 
a few seconds later. After 
making a few ominous 
beeps, my computer died. 
The bard disk had crashed 


A notebook is not 
a bad idea. How 


often have you 
looked for a 


bookmark on 
your home PC 
only to realise it 
is on the machine 
at work? 
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and in the process parts of 
the operating system were 
wiped out. 

As it turned out I was 
lucky. With the help of a 
technically savvy friend the 
computer was revived and 
no files were lost. But that 
back-up question still makes 
me shudder. There is a lot 
of information on that 
machine that would be bard 
to replace. 

Bac kin g up files Is a chore 
tha t, many of us ignore, in 
spite of our growing depen- 
dence upon PCs. The advent 
of removable cartridge 
drives such as Iomega's Zip 
Drive and SyQuest's SparQ 
make it easy to make 
back-up files in a few min- 
utes. Yet few PCs come with 
these drives already 
Installed because manufac- 
turers are cutting corners in 
their efforts to keep PC 
prices low. 

For many users, it may be 
a false economy. If you are 
really serious about ensur- 
ing your files cannot be 
destroyed, online storage 
may be the answer. These 
services provide data stor- 
age on remote computers so 
that you do not have all 
your eggs in one basket. 
Examples include Atrleva 
(www.atrieva.com), which 
charges about $15 a month. 

Of course, this means put- 
ting precious files under 
someone else's control and 
trusting they will be safe 
and secure. If storing 
back-up files electronically 
is not an option, keeping 
paper copies of important 
documents may be the 
answer. That is what John 
Miller of netDirectnr Part- 
nership advocates. He had 
designed a loose-leaf note- 
book for jotting down web 
site and e-mail addresses; a 
back-up to the "bookmarks" 
and electronic address book 
on your computer 
( www.miUer-and-miller.net). 

Although it may seem a 
backward step, a notebook 
is not a bad idea. How often 
have you looked for a book- 
mark on your home PC only 
to realise it is on the 


machine at work? And if \ 
you do ever face that i 
back-up question, you will 
have a much better answer ■ 

than I did. 


Another Intel innovation 
making its debut this week 
is Quick Web software, 
which promises to speed up 
delivery of web pages con- 
taining big photos or other 
graphics. Using compres- 
sion technology Quick Web 
squeezes graphics so that 
they move more quickly 
over the net It also caches 
or stores images on the 
local server of an internet 
service provider the first 
time a user requests the 
web page. Subsequent 
requests are delivered from 
the cached source instead of 
a distant web server. 

The delivery time of 
graphics-rich web pages can 
be halved, says Intel So far, 
two internet service provid- 
ers. Netcom and Erols Inter- 
net. are offering Quick Web, 
each for a premium of $5 a 
month. Intel wifi get a share 
of the revenues. 

Web publishers are not all 
thrilled with the trend 
towards local caching, i 
which makes it hard for i 
them' to count the number 
of times people access their 
pages. These numbers are 
used to attract online adver- 
tisers, much like the circu- 
lation numbers of tradi- 
tional paper publications. 

The technology may force 
commerdal web site opera- 
tors to find other ways to 
value their content rather 
than the raw numbers of 
internet users who happen 
upon their pages. Perhaps 
local caching may even hold 
the hidden promise of 
higher quality web site con- 
tent. That would be a real 
step forward. 


Share your views m the 
Bogle Eye discussion group 
on the FT web site 
(www.FT.com) or contact 
Lousie Kehoe by e-mail on 
louiseiafFT.com 




Make it possible. 


That’s the next generation of laptops. Personal Digital Assistants (PDA) and other 
mobile products calling. The message is clear. Their promise of greater portability and 
power will have to be delivered in less space than ever before. ♦ We can help, because 
we’ve done it before. Every rime speeds and p in co lines have climbed, and boards and 
keypads have shrunk, we’ve helped them work together. Now, our advanced design and 
simulation services, circuit boards, wireless components, touch screen technology and 
fibre optics — as well as application-specific connectors — are ready to help OEMs 
create a new generation. ♦ In addition, our extensive, global engineering and manu- 
facturing resources can help reduce design cycles and provide tooling in weeks. A job 
were already doing for companies involved in building consumer products and 
communications, as well as PCs. ♦ Reduced size and increased portability will play 
critical roles in tomorrows personal electronics. We can make it possible. 
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Faster 

downloading 
from the 
internet is in 


prospect 


M ost users of t he 
Internet will 
have experi- 
enced frustra- 
tion at how slowly data is 
downloaded to their PC. Hie 
information superhighway, 
we are often reminded, is 
still under construction. For- 
tunately, several new tech- 
nologies promise to improve 
the situation. 

Much attention is given to 
developments in tbe capacity 
of the high-speed "back- 
bones” of the internet. Yet 
for most people the big bot- 
tleneck lies in the copper 
wires of the phone line that 
connect their computer to 
the local telephone exchange 
- colloquially known as “the 
last mile”. Like care leaving 
the motorway, our packets 
of data drop to crawl speeds 
once they leave the fibre 
optic cables at the exchange. 

Gemini, a new transatlan- 
tic fibre optic cable jointly 
developed by WorldCom and 
Cable & Wireless, can trans- 
mit data across the back- 
bone at 30bn bits per second, 
or 30 gigabits per second 
(gbps). But the speed with 
which data can enter homes 
is governed by the rate at 
which the modem can trans- 
port it over the "last mile" - 
In most cases still 28.8 thou- 
sand bits per second (kbps). 
So Gemini can transmit data 
at up to 1m Hitirk the speed 
of the average modem. “It is 
a bit like trying to drink 
from a fire hose,” says David 
Howard-Jones, marketing 
director for UUNet UK, 
WorldCom's internet subsid- 



iary. 

Copper wires are ideal for 
transmitting analogue voice 
signals, but less adequate for 
moving digital data at 
highspeed. A remedy would 
be to extend into the home 
the high-speed fibre optic 
cable connecting all the 
national telephone 
exchanges. 

That Is easier said than 
done. “The civil engineering 
of pulling in fibre to the 
home is horrendous." says 
Professor Peter Cochrane, 
head of research at BTs 
Martlesham laboratories. “It 
would cost about £l5bn to do 
the whole of the UK." 

Much effort has been 
expended on increasing the 
speed with which modems 
can move data through exist- 
ing phone lines. Until 
recently the fastest rate was 
33.6kbps. But last year new- 
style modems went on sale 
which can modulate the 
transmission signal digitally 
so that users can receive 
data at 56kbps (but they can 
still send at only 33.6kbps). 

Then US-based Diamond 
Multimedia announced it 
had developed a technology, 
called Shotgun, that can 
double transmission speeds 
by "bonding” two phone 
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lines. When used with the 
new 56kbps modems Shot- 
gun nan transfer data down- 
stream (to the user) at rates 
as high as 112kbps. But as 
Shotgun needs two modems, 
as well as two phone lines, 
there are doubts that the 
bonding technology will be 
widely adopted in Europe 
when available this year. 

Many believe the analogue 
modem has reached its lim- 
its. “You can keep tweaking 
the protocols,” says Mike 
Reed, director of product 
marketing at Diamond Mul- 
timedia, “but 56K is proba- 
bly about as fast as you can 
go on a single phone line". 

Internet cognoscenti hold 
out greater long-term hope 
for the so-called xDSL tech- 
nologies. The most promi- 
nent of these is ADSL 
(Asymmetric Digital Sub- 
scriber Line), a modem-like 
technology that can send 
data at up to 8m bits per 
second (mbps) across exist- 
ing phone lines. Using 
ADSL, BT expects to offer 
speeds 50 times faster than 
existing modems. 

The drawback is that, 
unlike analogue modems. 
ADSL requires a terminal 
device at both ends of the 
cable, and local exchanges 
have to be rewired. And as it 
was developed for the broad- 
cast requirements of video- 
on-demand, ADSL can at 
present transmit data away 
from the user at only 
between 16 and 500kbps. To 
meet the more interactive 
demands of the internet, sev- 
eral alternative DSL technol- 
ogies are being developed to 
permit faster upstream 
transmission. These include 
HDSL and VDSL. 

Rockwell and Nortel also 
recently announced a new 
“lite" version of ADSL that 
will enable data to be trans- 
ferred at up to lmbps. or 17 
times faster than a 56kbps 
modem, using the existing 
equipment “We have devel- 
oped a clever bit of technol- 
ogy that avoids the need to 


rewire the telephone, 
exchange," says Ian Vance, 
Nortel Europe’s chief engi- 
neer. “You can now just plug 
a new card into the existing 
system." 

An alternative approach to 
pacing the last mil e bottle- 
neck is to bypass the tele- 
phone network altogether. 
One of the most promising 
technologies here Is cable 
and companies have recently 
been conducting cable 
modem trials. Last year, for 
instance. Telewest, the UK 
cable company, tested 
devices capable of transfer- 
ring data at rates as high as 
LOmbps each way. For the 
moment, however, disagree- 
ment about standards ham- 
pers implementation. 

Other alternative infra- 
structures include satellite 
and fixed wireless. Using the 
DirectPC service from 
Hughes Olivetti Telecom, for 
instance, users can receive 
data at 400kbps. But the 
speed advantage is far less 
than that promised by ADSL . 
and cable. In the UK it also 
costs £450 for the satellite 
dish, PC card and software, 
and £15 for a monthly sub- 
scription. A more significant 
hurdle is that there is no sat- 
ellite return path, so users 
still need a modem and an 
account with an internet ser- 
vice provider to transmit 
data. 

Fixed wireless is more 
hopeful Today fledgling UK 
wireless provider. lonica, 
offers narrow-band tele- 
phony services alone. But 
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the company has also been 
awarded a 10 gigahertz 
licence. - enough to. transmit 
data at speeds of up .to 
2mbps. ,!‘VFe have- not 
announced anything about 
how we are going to use it 
yet," says Ian Morris;- Iom- 
ca’s head . of external affairs. 
“lonica was designed to take 
on BT. and at the moment 
we are mainly focused on 
offering telephone services." 

A more , surprising solution 
was offered last October by 
Nortel and Norweb, which 
demonstrated a technology 
capable of transferring data 
across electricity power lines 
at speeds of up to Imbp6. 

. Hie benefit of this - method, 
says Mr Vance, is that 
unlike cable “you don't have 
to dig tip the roads. And it is 
simpler ' to . install . than 
ADSL. Norweb already has a 
school, connected and it is 
working extremely well"' 

But until these technolo- 
gies, are commercially avail- 
able most people wanting 
faster access to the internet 
:wiD have to 'pay the higher 
costs associated with 
upgrading to a digital ISDN 
fine. “In the short term this 
is the best bet for anyone 
who canno t afford a leased 
line,” says Kate Hewett, an 
analyst at research com- 
pany, Ovum. 

Bat with a top speed of 
only 128kbps ISDN is now 
not much faster than two 
Shotgun-bonded 56K 
modems. Ms Hewett sees a 
bleak future far ISDN, which 
is an early DSL technology. 
In a recent Ovum report she 
predicts a halt in its growth 
by 2003, as xDSL technolo- 
gies become more popular. 

By then cable, wireless 
and satellite technologies 
will also be more serious 
competitors. Good news, 
says Ms Hewett, for tbe con- 
sumer-.- “Where at the 
moment customers [who 
want faster access] can only 
go with ISDN, in the next 
couple of years they are 
going to have a choice." 


Millennium Watch • Bethan Hutton 


Double trouble date 


Managers in Japan, where two date systems 
are used, are waking up to the problem 


C omputerisation came 
later to Japan than to 
many western 

countries, and awareness of 
the millennium bug is also 
lagging behind. As if that 
were not enough, the year 
2000 will arrive several 
hours earlier in Tokyo than 
in London or New York. 
Many Japanese managers 

are only now waking up to 
the problem. Research last 
year round that a worrying 
12.5 per cent of managers 
still said they did not 
understand or were not 
aware of it Even so, that 
was a distinct improvement 
from 1996, when more than 
half were unaware. 

The fact that Japan uses 
two dating systems adds to 
the confusion. The western 
system Is used when dealing 
with the outside world, and 
sometimes at home as well 
Bat often in domestic 
correspondence, accounts 
and so on, 1998 will be 
written as Heisei 10 - the 
10th year of the reign of the 
current emperor. 

In theory, computers 
using the Japanese dating 
system should be immune to 
the millennium bug or to 
similar problems - no 
emperor has yet reigned for 
99 years or more. Unluckily, 
although the software 
applications may follow the 
Japanese way, in most cases 


the underlying operating 
systems are based on the 
western system. Only a 
handful of domestically- 
oriented companies have 
systems which use the 
Japanese dates exclusively. 

Computer industry 
sources say that sectors 
with large-scale computer 
networks heavily dependent 
on date-related information 
processing, such as banking 
and the travel industry, 
already have the Y2K 
problem well in hand, 
although preparations may 
not be completed until 1999. 
But among smaller 
companies, with 
medium-sized computers, it 
is a different story. 

The Ministry of 
International Trade and 
Industry - the powerhouse 
guiding Japanese industry - 
has been carrying out 
surveys of a variety of 
companies. The last, in July 
1997, found that 15.9 per 
cent of companies had 
already dealt with the 
problem, but a larger 
proportion - 18.8 per cent - 
had not even started. About 
a quarter were working on 
it, or said the issue was 
under investigation. 

Small to medium-sized 
businesses were slowest to 
respond to tbe threat, since 
computer systems were seen 
as less central to their 
businesses. Important 
Japanese computer 


manufacturers like Fujitsu 
and NEC report: similar 
findings. 

Miti also found that 39 per 
cent of companies 
capitalised at less than 
YlOOm did not have any IT 
staff, relying instead on 
outside contractors, which 
meant that no one in 
management was well 
informed about computer . 
related problems. 

Not surprisingly, 60 per 
cent or fewer of managers at 
smaller companies regarded 
the Y2K bug as a serious 
problem, compared with 
nearly 80 per centrat the 
largest companies. “Smaller 
companies may cause 
confusion.” Htti warns. 

One risk is that problems 
at smaller companies may 
work their way up to affect 
larger companies, 
particularly manufacturing 
companies using a 
just-in-time supply system. 
The large companies 
themselves may be well 
prepared, but smaller 
suppliers may not If 
glitches lead to 
administrative or 
production hold-ops at 
suppliers of key parts in 
2000. big names could find ; 
production lines held 
up. 

The economic climate is 
not helping, again 
particularly at smaller . 
companies, which are 
suffering a credit crunch. 


Banks are reluctant to 
provide loans to smaller 
companies, so lack of funds 
for upgrading systems is 
becoming a problem. 

Computer experts say that 
the slow Japanese response 
to the Y2E threat means 
that there Is likely tube a 
surge of demand for 
solutions from late this 
year. Solution providers are 
gearing up for the crunch. 

At larger companies, the 
Japanese system of lifelong 
employment and relatively 
little use of outsourcing 
mean that some Japanese 
companlesarein the • • 
fortunate position of still 
employing the staff who 
developed and introduced 
computer systems in the 
1970s. But in JapanTas" ' 
elsewhere,' there is still - 
likely to be a shortfall of - 
programmers familiar with 
older computer languages 
such, as CoboL- 


been looking abroad for 
help. Fujitsu, NEC and IBM 
Japan all have pilot 
under way with Indian 
software engineers, but face 
a language barrier: Indian 
programmers are . - 

tfeU-versed inCobol-based 

programs, but the • - 

Japanese-language 
documentation is another • 

matter. Hie 100 or so 


high demand- 
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State electricity boards are at ^ 
the heart of power problems, 
says Mark Nicholson 


Uphill task 
for the 






There are few outright 
optimists in India’s energy 
. sector, more common are 
various grades of pessimist 
Seven years after the 
liberalising Congress 
government of P.V. 
Narasimha Rao, the prime 
minister who ushered in 
India's economic reforms, 
opened the state-dominated 
power, sector to private and 
foreign capital, there have 
been more frustrations than 
successes. 

Power, and more broadly 
energy, have been at the top 
of the government’s agenda 
since Mr Rao, as they have 
of each of the three 
administrations that 
followed. 

And no wander. Blackouts 
are routine in most Indian 
states, and even the 
pampered VZP enclaves of 
New Delhi often go without 
power. Last year the average 
power deficit nationwide 
was 9.2 per cent and peaking 
shortages were IAS per cent. 
Moreover, this deficit has 
been widening. Demand for 
electricity has grown by 
around 8 per cent for the 
past couple of years, while 
the rates of increases in 
supply have been lagging, at 
least until late last summer, 
at just 2 to 3 per cent; 

While governments have 
opened the doors to private 
and foreign investment in 
power generation, the 
response has been 
disappointing. After an 
immediate rush of Interest 
from overseas, foreign 
investors have found the 


going tough. 

The Rao government's 
hopes of pump-priming 
investor interest by offering 
sovereign “counter- 
guarantees” to eight “fast 
track" power projects 
backfired. The notorious 
cancellation, in 1995, by the 
Maharashtra state 
government of the $2.3bn 
Dabhoi power plant, backed 
by Enron, the US energy 
group, set a trend for state 
government reviews of the 
pricing and project costs of 
the new - to India - 
independent power 
producers. Enron's project 
was eventually rescheduled 
and is due for 
commissioning later this 
year, but much damage has 
been done. 

The Maharashtra 
government's review of 
Dabhoi set a trend, and moat 
other foreign-backed power 
projects also found 
themselves mired in lengthy 
renegotiations with state 
governments, whose state 
electricity boards (SEBs) are 
the purchasers of the 
proposed private power. 

To date, therefore. India 
can boast just 850MW of 
commissioned power from 
projects begun under the 
new private power policy 
launched in 1992. “We really 
have not done anything 
substantial,” says R.K. 
Patchauri, director of the 
private Tata Energy 
Research Institute (Ten). 

The problems have proved 
manifold. At one level, they 
derive from the comp- 



lications inherent in India's 
constitutional division of 
power policy between the 
central government and the 
states. The centre can set 
policy, but the states - 
which is most cases are the 
final buyers of private power 
must implement. 
Frustrated project 
developers have, as a result, 
found their projects bounced 
back and forth for dozens of 
different approvals and 
reviews between Delhi and 
the state in which they aim 
to build the power project. 

Most serious, however, has 
proved the general inability 
of India’s chronically 
inefficient. politically 
controlled and loasmaking 
state electricity boards to 
offer commercial guarantees 
for the purchase of power - 
the reason the government 
offered the sovereign 
guarantees in the first place. 

Virtually all India's 19 
SEBs are effectively 
bankrupt - unable easily to 
pay commercial private 
power tariffs or, equally 
critically, to invest in their 
own power generation 
projects. The latest Planning 
Commission review of SEB 
finances found their 
commercial losses had risen 


from Rsl5.6bn in 1985-96 to 
Rs75.2 by 1994-95, with 
arrears of an equivalent 
sum. 

The chief culprit is the 
general, and politically 
motivated, tendency of SEBs 
to offer cheap or free power 
to farmers and. to a lesser 
extent, domestic power 
users. The result has been a 
heavy cross-subsidisation of 
agricultural electricity users 
at the expense of industry 
and an unaffordable 
subsidisation of power in 
general. 

While the average tariff 
tor farm users was 21 palse 
(100 paise ■ 1 rupee) per 
kilowatt hour in 1995, that 
for industry was 235 paise. 
The average cost of power 
was 172 paise per unit. This 
has led to increasing offtake 
of subsidised power by 
farmers (whose share of 
total power purchases rose 
to 47 per cent In 1995 from 27 
per cent a decade earlier), 
worsening power deficits 
and revenue deficits for the 
SEBs and an increasing 
trend for frustrated industry 
(whose share of power sales 
fell to 35 per cent in 1995 
from 50 per cent in 1985) to 
resort to captive, mostly 
diesel-powered, power 


generation, which is costly 
and polluting. 

It has become clear that 
emerging from this mess will 
prove an arduous and 
complex task. First and 
foremost it will require 
structural reforms of the 
SEBs, or at least of a 
substantial number of them. 
With significant World Rank 
and Aslan Development 
Bank backing, this process 
has begun. The state of 
Orissa has already begun a 
radical overhaul of its SEB, 
Haryana is close behind, and 
Andhra Pradesh and 
Earns taka states are also 
poised to embark on 
reforms. 

In each case, the reformist 
states are applying a 
variation on a basic 
template. This includes 
depoliticising the SEB, 
largely by installing an 
independent state power 
regulatory authority to set 

tariffs , unbundling the SEB's 
current responsibility for 
generation, transmission and 
distribution, privatising the 
latter wherever possible, and 
corporatising the separated 
power entities in general. 

But, so far, the reformist 
states remain a tentative 
minority. On present trends. 


reform is not fast enough yet 
to enable analysts to 
forecast. with any 
confidence, that the SEBs 
will be in better financial 
shape soon enough to 
sustain the power 
investment needed to 
prevent a grave power 
crunch. 

To India's current generat- 
ing capacity of 84.000MW, 
the government's authorita- 
tive India Infrastructure 
Report last year estimated 
that the country needed to 
add 111.500MW In the next 
decade to meet likely 
demand. This, the report cal- 
culated. would require 
investment of around 
SlGObn. 

The power ministry 
believes that India will be 
able to add 40.000MW of 
fresh power by 2002 and that 
this will at least keep the 
current power deficits from 
worsening. 

Of this total, says Y. 
Alagh, the caretaker power 
minister who took over the 
portfolio last May and who is 
expected the hold it until 
India's elections next month, 
roughly half is expected to 
come from the private sector 
and the remainder from 
India’s central and state gov- 


ernments. Of the private 
component, projects worth 
17.700MW have received cen- 
tral government clearance 
and projects to generate 
another 3.000MW will, he 
says, be cleared by March. 

Of the state component. 
6.700MW is planned for 
implementation by the 
National Thermal Power 
Corporation, a financially 
sound state organisation 
which, says Mr Alagh. would 
have little difficulty in finan- 
cing its proposed projects. 

However, it still remains 
unclear how many of these 
cleared private projects can 
actually arrange financing 
for their projects. In most 
cases, the private developers 
are, in the absence of any 
further government guaran- 
tees. seeking arrangements 
for payment through escrow 
accounts from the SEBs. The 
SEBs undertake to give the 
private producers first call 
on their revenues under the 
proposed schemes. Without 
such hard and fast commit- 
ments, bankers are proving 
unw illing to tie up the finan- 
cing of many power projects. 

The difficulty is that most 
ailing SEBs cannot afford 
more than one or two such 
escrow arrangements - and 


few have been completed. 
According to CrisiL the Bom- 
bay-based credit rating 
agency, it would be realistic 
to expect that India's SEBs 
can currently sustain, at 
best, projects generating 
only 5.979MW of power - 
well short of the power min - 
istry’s hopes. 

Hence the preponderance 
of power pessimists. “The 
picture is really pretty dis- 
mal," says Teri's Mr Pat- 
chauri. “You really don't 
have enough in the pipeline. 
All of which put together 
indicates that, in the 
short-term, the power situa- 
tion is going to get much 
worse.” 

Mr Alagh remains deter- 
minedly sanguine, however. 
“The energy deficit today is 
about 8 per cent. It was 12 
per cent at the end of last 
April, so the situation is one 
of concern now. Hie word 
crisis I did use when I took 
over in May but, if things go 
well, we should be able to 
keep the deficit down to 7 to 
8 per cent by next summer." 
he says. “Wi thin two years, 
the decisions we are talcing 
now win start to have an 
effect, so I don't see India's 
energy situation getting out 
of control.” 
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with a reserve of more 
than 9 billion barrels 
of oil and equivalent 
gas. 

A wholly owned 
subsidiary, ONGC 
Vldesh Ltd. already 
having made significant 
discoveries in Vietnam 
and now seeking 
opportunities in Afro- 
Asian and CIS 
countries. 


Emerging as a global 
integrated energy 
company. 
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Imbibing the spirit and soul of independence, and proud 
to be an Indian, Indian Oil is making its mark on the global 
scene as weH 

it is not only India's largest company, it is also the only 
Indian enterprise in Fortune's "Global 500”. 

IndianOil is amongst the world's leading petroleum 
companies, with a 1996-97 sales turnover of US S 15.65 
billion and international trading of over US S 9 billion. 
Backed by a net worth of U5$ 25 billion, it ranks among 
the top 1 00 companies in Asia; 

ft is constantly innovating, improving its technology and 
increasing its international alliance base, namely Indo-Mobil 
with Mobil, USA; Avi-Oil with NYCO 5A, France; Indian 
Oil tanking with Oil tanking GmbH, Germany; and a 
collaboration with Air BP. Memoranda for collaboration 
have been signed with Petronas of Malaysia, Marubeni of 
Japan, Petr o trin and NPMC of Trinidad & Tobago, and 
Emirates National Oil Go. IndianOfl's premium range of 


servo lubricants are being marketed in Nepal and UAE 
also, with other markets to follow soon. 

Added to this is the speedy implementation of expansion 
projects, of over US $ 13 billion, including diversification 
into oil exploration & production, petrochemicals, power 
generation and LNG. 

IndianOil has also undertaken globalisation of its R&D and 
consultancy services in refining, pipelines, marketing and 
training - both management and technical. It has been 
lending its expertise to more than a dozen countries for the 
past two decades. 

And now, in the 50th year of India's independence, 
IndianOil looks ahead and beyond - with renewed vigour 
and determination. With its vision beyond tomorrow. 

INDIANOIL : A "Fortune 500 ’ company * 6 refineries in 
India * 5,300 km. pipelines • Nearly 28,000 sales points • 
International marketing • Global R&D and consultancy 
services • 400 grades of India's leading mw lubricants. 



INDIAN OIL CORPORATION LIMITED 

Vision Beyond Tomorrow 
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STATE ELECTRICITY BOARDS • by Amy Louise Kazmin 

A little light seen 
on the horizon 


PETROLEUM; • by Amy. Louise' Kazrnfrt 


Electricity’s negative returns 






But essential 
reform will throw 
some, notably 
farmers, into 
the dark 

The cost to India of 
subsidised or free power to 
its farmers is $3.5bn a year. 
It is a cost that the country’s 
State Electricity Boards 
(SEBs), which distribute 
power to customers, can ill 
afford. 

The ailing SEBs are expec- 
ted to report combined 
losses of $2.5bn for last year. 
They also have outstanding 
dues, averaging around 30 
per cent of total sales, and 
owe nearly $2.5bn to central 
government enterprises in 
unpaid bills for power, fuel 
and other services. 

The poor condition of the 
boards is the Gordian knot 
bedevilling India’s power 
sector. Independent power 
producers are ready and 
willing to build projects to 
meet India's growing 
demand for electricity. But, 
after decades of mismanage- 
ment and populist moves to 
give free or subsidised power 
to farmers, SEBs are in no 
position to pay for the power 
that could be generated. 

That makes it extremely 
tough for the potential inde- 
pendent power producers to 
bring their new projects to 
financial closure. 

“The fact that the SEBs 
are in bad shap e is causing 
us some difficulty,*' says Pat- 
rice Pelletier, vice-president 
of SNC La valin, a Canadian 
power company with ambi- 
tious plans for India. 

Yet in this bleak scenario 
there are small sparks of 
light. Agencies such as the 
World Bank and Asian 
Development Bank, along 
with level-headed Indian 
reformers and potential inde- 
pendent power producers, 
have been trying for several 
years now to impress upon 
politicians that SEBs must 
be managed like prollt- 
minded companies rather 
than as grab-bags with free 
give-aways for all 


Initially, politicians 
resisted- But now in several 
states, including Haryana. 
Rajasthan, Andhra Pradesh 
and Gujarat, some are will- 
ing to listen. 

The state that has gone 
furthest down the reform 
road is Orissa which, with 
World Bank encouragement, 
dissolved its state electricity 
board in April 1996. The 
board was replaced by an 
independent regulatory com- 
mission to fix tariffs for the 
independent companies that 
now handle generation, 
transmission and distribu- 
tion. The transmission and 
distribution company is due 
to be privatised gradually, 
starting this year. 

Meanwhile, other states 
have also started laying the 
groundwork for similar 
efforts. Haryana state offi- 
cials are in the final stages 
of discussing a $600m. 10- 
year World Bank loan for 
restructuring their electric- 
ity board into three separate 
business entities. The state 
has also passed a reform bill 
that establishes an indepen- 
dent regulatory commission 
to set prices and oversee fair 
competition. 

Officials in Rajasthan, 
Gujarat and Madhya Prad- 
esh have drafted similar leg- 
islation. though these bills 
have yet to be introduced to 
their state assemblies. 

Gujarat is p lanning to con- 
vert two distribution circles 
into independent profit cen- 
tres on an experimental 
basis, while Rajasthan plans 
to privatise distribution in 
two zones. 

For all reforming states, 
the key issues are insulating 
electricity boards from politi- 
cal vagaries and raising tar- 
iffs for agricultural custom- 
ers to make the boards 
financially viable. 

“At the end of the day, the 
most important issue is that 
people have to pay for elec- 
tricity.” says Mr Pelletier. 
“It's not a problem of the 
SEBs; it’s a problem of politi- 
cal will and social will that 
you have to pay for what 
you get” 

While politicians have 


used the promise of free 
power as a vote-getter, 
power ministry officials 
believe India’s cultivators 
are now willing to pay more 
for a better quality, more 
reliable supply. 

Evidence to support their 
view comes from the desert 
state of Rajasthan, where 
the electricity board intro- 
duced a novel scheme to 
help people avoid a 13-year 
waiting period for a power 
connection. 

Under the so-called “Nurs- 
ery Scheme”, farmers could 
jump the queue and get an 
imme diate power connection 
if they were willing to pay 
RsSO.OOO - 10 times the nor- 
mal connection fee. Once 
connected, consumers under 
the scheme pay nearly 1.5 
times more for every unit of 
power than other users. 

So far. some 50.000 people 
have been willing to pay for 
a quick connection, while 
thousands more are on a 
waiting list for a connection 
through the scheme. 

The programme did gener- 
ate some controversy. Ini- 
tially, an uproar in the 
assembly forced the govern- 
ment to call off the pro- 
gramme. But the protest 
from the farm lobby was so 
fast and vociferous that it 
was reinstated within two 
days. 

The man behind the plan. 
Pashupati Nath Bbandari, a 
former chairman of the Raja- 
sthan State Electricity 
Board, says the project has 
been “a roaring success" and 
should change attitudes 
about power reform. 

“This has exploded the 
myth that you cannot touch 
the agricultural sector." Mr 
Bhandari says. “Tariffs are a 
peripheral issue; ultimately 
the quality is more impor- 
tant." 

Mr Bhandari did not leave 
things to chance though. 
Whi le chairman of the state 
SEB, he and other top offi- 
cials held public meetings in 
nearly every district to 
explain the need for reforms 
to overhaul the organisation. 
The meetings, which some- 
times lasted as long as six 
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hours, were often acrimoni- 
ous and marked by heated 
debate. But he believes most 
state residents are now con- 
vinced of the need for a 
change. “I have created a 
proper climate [for 
reforms]," he says. 

The need to overhaul the 
electricity boards is urgent. 
India's current energy and 
peaking shortfall, now esti- 
mated at 10 and 18 per cent 
respectively, is growing as 
capacity addition fails to 
keep up with demand. 

In Haryana, for example. 
the current power shortfall 
is around 16 per cent, due 
partly to the fact that the 
cash-strapped board has not 
been able to add new gener- 
ating capacity in nearly a 
decade. Last winter, Hary- 
ana was forced to declare 
extensive power cuts to cope 
with the problem. Consul- 
tants estimate that over the 
next two decades, the state 
will need fi2bn in new 
investment to meet its power 
requirements. 

Meanwhile, in Rajasthan, 
total installed capacity is 40 
per cent short of demand. 
Yet with Sl.lbn of outstand- 
ing payments owed to it, and 


Our track record is very much like 


Linford Christie’s. 


Consistently brilliant. 


Bharat Petroleum has an annual turnover of 
over Rs 1,79,000 million. This makes us 
the second largest public sector oil 
marketing company in India. Our position 
reflects in many things. We 
have been consistently paying 
our dividend since inception. 

Our share price - a Rs 10 share 
is quoted at Rs 440. And our 
presence in the country-4376 
retail outlets, 1162 LPG 
distributorships, 68 bulk 
depots, 8 coastal installations, 



FOR YOU, FOREVER 


5 inland installations, 2 lubricant plants and 
a refinery with over 120% capacity utilisation 
for the past four years. What’s more, we 
have even more exciting projects lined up. 

For instance, we have 3 joint 
venture refinery projects, joint 
ventures in LNG and power. We 
also have 3 major cross- 
country pipeline projects. So if 
you are looking at investing or 
doing business with an oil 
company in India, look no 
further than Bharat Petroleum. 


annu al interest payments of 
$179m, the Rajasthan Elec- 
tricity Board is hardly in a 
position to pay for new 
capacity. 

Nationally, India needs an 
estimated $178bn in invest- 
ment to meet power needs 
up to 2005-06. Such invest- 
ment will not be forthcom- 
ing unless the SEBs ran put 
their houses in order. 

It is not just the untenable 
subsidies that are causing 
them trouble: unchecked 
power theft is another major 
problem. 

Nearly 21.4 per cent of the 
country's available electric- 
ity was lost in transmission 
and distribution in 1993-94, 
partly due to technical prob- 
lems but also due to pilfer- 
age. often carried out in col- 
lusion with SEB employees. 

Meanwhile, frustrated 
industries are turning away 
from the public power sim- 
ply and b ufidjng captive gen- 
eration plants to be assured 
a continual flow of energy. 
Between 1984-85 and 1995-96, 
the share of domestic and 
agricultural customers as a 
percentage of the SEBs’ total 
sales grew from about 27 per 
cent to 47 per cent, while the 
industrial share shrank from 
50 per cent to 35 per cent 
That has exacerbated the 
SEBs’ problems since indus- 
trial customers pay more for 
power than agricultural con- 
sumers. 

For several SEBs, the 
finan cial crisis is nearly at 
boiling point. V.B. Tulasi- 
dhar, an economist at the 
Asian Development Bank, 
says that in Gujarat, for 
example, “there is a feeling 
that this problem has to be 
addressed. There is no way 
out". 

Yet power reform still has 
the potential to arouse 


heated passions. In Haryana, 
the state power minis ter 
resigned in protest at the 
planned reform last Febru- 
ary. Subsequently, eight 
people died and the mother 
of a government minis ter 
was abducted during violent 
protests against the state’s 
decision to stop repairing or 
rep lacing broken transform- 
ers for customers with large 

rmpairi hills 

The outcry prompted the 
government to backpedal on 
a commitment to repair 
transformers as long as cus- 
tomers paid 50 per cent of 
their outstanding dues. 

The state's chief minister, 
Bansi Lai, is a staunch advo- 
cate of the reform and has 
held numerous public meet- 
ings to explain the need for 
it. But the task Of convincing 
farmers has been made more 
difficult by neighbouring 
Punjab, a state where offi- 
cials are currently giving 
free power to farmers. 

In Andhra Pradesh, 
employees of the electricity 
board have opposed and stal- 
led reform efforts. 

Still, in progressive states, 
officials are gradually com- 
ing to the view that they 
have no choice, and analysts 
believe there is a momentum 
for change. The drive for 
reform would also get a 
boost if parliament passed a 
proposed bill to establish a 
central energy regulatory 
authority. 

Even if it does not, 
reforms are likely to power 
ahead at the state level. 
“India will reach a critical 
mass for reform," says Dja- 
mal Mostefai, a senior 
energy specialist with the 
World Bank. “There is rea- 
son for a little bit of cautious 
- very cautious - opti- 
mism" 


Deregulation 
opens the way for 
the investment 
needed "to meet : 
huge demand 

Back in 1992, India appealed 
to multinational companies 
and private Indian investors 
to set up - oil refineries to 
help meet the country's rap- 
idly-growing demand for 
petroleum products. Six 
years on, the efforts to 
attract investment have, for 
the most part, fallen flat 

While global oil giants 
such as Shell, Mobil, Elf,. 
Exxon and BP are keen, to 
win a slice of India's grow- 
ing petroleum market they 
have been hesitant to invest 
in the tightly-controlled sec- 
tor because, until now, the 
distribution and sale of 
refined petroleum products 
has been the province of a 
monopoly of state-owned 
companies selling petrol and 
other products at state-set 
prices. Likewise only state- 
owned companies could 
import crude oil 

It was a structure offering 
little incentive for private 
sector involvement “No one 
is going to invest in a pure 
refinery - it’s not viable,” 
says R. Venkatraman, a 
senior analyst at BZW Asia. 
“The icing on the cake is 
marketing.” 

Now the rules of the game 
are set to change. Just days 
before the collapse of the 
United Front coalition, the 
Indian government's cabinet 
approved a far-reaching plan 
to dismantle the controls 
throttling the off sector’s 
growth. ’Hie plan calls for 
price controls on petroleum 
products to be phased oat 
over four years and for a 
rationalisation of import 
duties - so tariffs are higher 
on refined products than on 
crude. 

The state monopoly on 
crude oil imports will end 
and. crucially, companies 
which are either operating 
refineries with an invest- 
ment of more than Rs20bn or 
producing Sm tons of crude 
annually will be allowed to- 
sell transportation fuel in 
the retail arena. 

“What we are seeing is a 
reversal of 30 years of state 
control,” says Mehdi Varzl, 
director of research at Klein- 
wort Benson Securities. 

Details have yet to be clar- 
ified. The government notice 
has little to say, for example, 
on the key issue of whether 
refiners will be permitted to 
build their own pipelines for 
distribution or will be 
required to use pipelines 
planned by a consortium of 


' state-owned . companies. 
Also, the government is stm 
talking- of issuing, licences 
for the importation of crude, 
which leaves potential inves- 
tors concerned. . 

'■ Nevertheless, analysts say 
the direction of the policy , is 
. clear.' “They want oil .majors 
to invest in refining and oil 
production. OH majors want 
to market the products. Now 
the settlement is that they'll 

be allowed to sell in India 
but they’ll have to make a 
supporting investment," 
says Harsh ad Patwardhan, 
-who monitors the industry 
far Caspian, a Bombay-based 
research house. . 

India’s ministry of -petro- 
leum estimates that at least 
UOm tons of additional refin- 
ing capacity will be required 
to meet domestic needs by 
2010. While foreign compa- 
nies such as Shall, Oman Oil 
and Saudi Aramco and Nip- 
pon Denro have all been 
given initial permission to 
build refineries - some In 
conjunction with .state- 
owned companies - work 
has started on only two new 
refining projects, and both 
are sponsored by Indian 
companies. Bombay -based 
Reliance Industries is buDdr 
fng a 15m-ton refinery, and a 
I0.5m ton plant Is under con- 
struction by the Essar group. 

However, . Indian officials 
hope the move to deregulate 
the industry will help revive, 
or spur on, the stalled- pro- 
jects as well aB luring new 
investment 

Oil industry sources and 
analysts believe it.wHL “ft's 
a major step towards upgrad- 
ing this market to global 
standards and attracting sig- 
nificant investments in the 
downstream refining sector,” 
says Vikram Mehta, chair- 
man and. country managerof 
Shell India Private, which is 
already conducting oil explo- 
ration in Rajasthan. "We 
would invest in India if we 
bad the opportunity to take 
the. product and market it 
under our brand name.” 

Shell, with an eye towards 
the eventual opening of mar- 
keting, has already been 
working to. build brand 
equity by managing several 
petrol stations technically 
run by its joint venture part- 
ner, the state-owned Bharat 
Petroleum. 

To a casual observer, the 
trial stations look like Shell 
sites and offer attentive ser- 
vice, mini-markets and other 
features associated with 
petroleum marketing in the 
US and Europe. 

But it is not just potential 
private investors who stand 
to gain from deregulation. 

Continued on facing page 



These are turbulent tunes 
for Indian Oil, India's 
biggest oil company and the 
country’s mily Tortime 500 
company, as it attempts to 
make the evolutionary 
leap from a domestic 
qaasi-monopoly to a global 
oil concern. 

The company Is stfll 
recovering from a severe . 
liquidity crunch, which 
reached crisis proportions 
in mid-1997 following the 
government's failure to pay. 
more than Rsioobnowed to 
Indian Oil from the central 
oil pool account 

It is hugely exposed to 
the opportunities and risks 
generated by. the govern- 
ment's subsequent decision 

to dismantle the adminis- 
tered pricemechanism and 
move to a market-priced 
regime with greater 
competition by 2002. 

And it must learn to come 
to terms with a hew dass of 
owners as the government 
begins to reduce .Its 91 per 
cent stake in Indian Oil - 
through the sale of global 
depositary receipts to 
foreign investors. 

But 1998 promises to be 
an easier year for Indian 
Oil than 1997. Its 
irmupdiate fin ancial crisis 
appears over. “We have 
come out of it very well,” 
says S.C. Matins*, finance 
director, before admitting 
that “it. was the most 
challenging time for Indian 
OU and for me personally". 

In order to pay for 
imports of crude off the 
company was forced to 
raise borrowings sharply. 
Short-term foreign 
exchange borrowings rose 
from about $l.5bn to a peak 
of £L5tm, while the total . 
outstanding debt rose from 


Rs55bn in March 1995 to 
Rsl40bu. 

A fall in the international 
crude off price has since 
alleviated the oil pool 
deficit — allowing the 
; government to pay Indian 
-Off about Rsl5bn. This, in. 
turn, enabled the company 
■ to cut foreign borrowings to 
1 $2-Sbn now. 

“At present we have 
recei vables of about 
RS85bn,” says Mr Mathur. 
The bulk of this balance 
will be converted into 
government petrobonds 
with a five-year maturity 
paying a coupon of 10.5 per 
cent — which Indian Off 
expects to receive in March 
or ApriL 

Many analysts describe 
the issue of petrobonds as a 
“second-best solution”. Its V 
principal effect is cosmetic 
- reclassifying the debt as ' 
an “asset” father than a 7 
“receivable” on Indian (Hi's .: 
books- The petrobonds are, • 

. not tradeable - making it . 
impossible for Indian Oil to 
realise the sum owed - and • 
the coupon is probably less - 

than the cost of borrow in g. - 
Farther, there is an element 
of political risk over the' . . . r . 
ultimate repayment. 

But Mr Mathur says the - 
petrobonds are helpful. 
“Receivables wQl become . 
an Investment yielding a 
retam,” he argues. “Also, 
we will be able to borrow 
against these securities.” 

The government has -agreed ■ 
to make up any dUTa-eoce 
between the coupon and the 
cost of bomming through 
the oil pool account “If the- 1 
cost of borrowing is 12 per 
cent I will be refunded 1.5 
per cent,” be says. 

Indian Off plans to 

increase its refining 


capacity from 25m tons 
today to 40m tons by 2000. . . 
beginning with an 
additional 6m tons capacity 
at a new refinery at 
Pantpat. Bat the balk of the 
increase will come from . 
expansion and upgrading- at . 
Indian Oil's dd existing 
plants. This forms tiie 
cen tre piece of investment 
plans totalling RsSOObn 
over five years - Rs20Obn .. 
of which will be funded by . 
internal cash flow. 

NLA. Path an, chairman, . 
says the company’s plans 
were based on 
“conservative” estimates of 
demand, s ng gestmgthere is 
a gap of 20m tans between* : . 
India’s current refining 
capacity (6Xm tons) and , - ’ 
demand for refined 
products (Sim tons)-, Indian > 
Ofi worked on the basis of „ 
government forecasts- that . 
demand would rise to 113m J 
tons by 2002, excluding - 
demand from new power 
projects. ‘‘The additional • 
demand eddd be 10m tons . ‘ 
to 15m tom^hesayS. . \ 
There is also a risk that, 
some of the newly-licensed. - 
-private sector refining * - 
projects will not complete > 
according to schedule. The ; 7 
final details of the 
government's plan to 
dismantle the tuhniniiripr rf 

price mechanism are yet to . 
be finalised, although 
Indian (HI expects 
earnings to increase as a 
resnlt of its low cost of 
capital on Its established • J 
refinery, distribution and : 
sales infrastructure. The 
company has already Vy.’- 

decided to assess all new ' ’ 
projects “with reference to V. 
their capacity to earn to a ’ « 
free market”-.' • - 

The company is * 


upgrading antiquated •’ 
technology at some of its \ *. 
older plants, reducing M 
sulphur emmistons and-"-;;, 
sprucing up its retail ’■* 
outlets to prepare for 7 
, greater competition- M 

ButMrPatitan is 
.confident “Wear? mi .. ' 
comm a ndlng jo rttion at the. 
moment, and; there feno , 
reason why we should not 
remain in the same position 
despite the liberalisation, 
scenario.” > ;• • ; V - ’ 

Indian Ofi hashuge 
advantages In 
infrastructure - including a. 
5,500km network of - V- - . ■_ 
pipelines, 6^00 petrol'."', 
stations and 4^00 captive: ?- 
; pumps for truck* and bq^ * V : 
fieetsl *.•• 

. At the same tim^*^ ^r- • 
however, whatever ^ ^ r / r : . 
piecemeal inroads arefniade 
into the Indian, petroleum - 
market are Iflcelytebc* # ' 
least tn part, at InctlanOU’s 
expense. .?/*£ : .-* ;y.;- . 

Indian OUj^Iaus to raise 


fund its ambitienS^in*: - _ ^ 
tandem with 'the'-'"; ft ^r**\ 
go yfafanmeat’S . • 
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PROFILE 


Power. Grid Corporation 


Seeking to provide national distribution 


For most of its So independent ’ 
years India has buili most of its - 
power stations tied to specific 
sources of fuel and linked to 
specific, and usually local, 
outlets for the use of their 
electricity. It .therefore has riu 
national electricity grid. Worse, 
only two of India's five regional 
grids are fully and effectively 
linked. 

“It's not an optimal state of 
affairs." says S. Maj modern 
general manager of Power Grid 
Corporation, the state body 
created in 198a to rectify this 
glaring deficiency. 

Indeed not. since without the 
ability to shift power across 
India’s vast plains, the country is 
incapable of levelimc peak power 
deficits as they vary from region 
! to region. 

Neither can India yet fully 
evacuate power from proposed 
mega power projects producing 
more electricity than a 
single slate or region 


can currently absorb. 

Without a functioning grid. 
India cannot even contemplate 
creating a national market in 
electricity, or even a system 
whereby tariffs are set according 
to availability of power. 

For these reasons, among 
others, ihe government created 
Power Grid even before the 
cuuntry embarked on the wider 
liberalisation of power 
generation. Again for these 
reasons, multilateral and 
bilateral lendurs have come to 
view Power Grid as among the 
most vital components in India’s 
attempts to reform its ailing 
power system. 

So Tar, the fully state-uwned 
eatity has received more than 
Sl..Vlbn from international 
donors and agencies, with an 
equivalent sum promised for 
future ventures. The World Bank 
alum? has committed "in 
principle” to loans of Si.Sbn over 
ihe next seven years. 


The goal is to enable Power 
Grid to meet the ambition of 
forging from India’s ad hoc and 
poorly synchronised local grids 
the rudiments of a national grid 
by 2002. one capable of shipping 
1.000 to 1.500MW of power 
between the five existing 
regional grids. 

The corporation has already 
invested Si-bn in the enterprise 
and estimates it will cost a 
further &L6bn by 2002 to 
complete Us part uf the 
programme. 

It is a task of mighty 
complexity ns well as cast, 
frustrated by wide regional 
variations in power voltages, 
frequency, supply and demand. 

"The parameters differ 
between every region,” says Mr 
Mqjumder. "So. for instance, at 
the moment we cannot 
effectively link power supplies in 
the north to the south of the 
country-” 

In some cases, he says. Power 


Grid can build up and 
improve existing power links, 
but in most others the task 
requires building, from scratch, a 
parallel transmission system, 
often overcoming problems of 
differing frequencies and 
voltages by installing direct 
current high voltage links rather 
than alternating current 
linkages. 

At the same time. Power Grid 
is investing around S650m in 
creating five load dispatch 
centres in each of the five 
current regional grids to manage 
the national system 

At present, only India's 
eastern and north-eastern 
regions are linked, by a 500MW 
high-voltage and direct current 
connection. 

Power Grid is now working to 
establish three other 
trails- regional power bridges, a 
500MW DC link from Orissa stale 
in the eastern region to Andhra 
Pradesh in the southern, a 400 KY 


AC line from Assam in the 
north-east to MaJdn in the east, 
and a 5Q0MW DC link between 
Bihar in the east and Riband, 
west across the northern plains 
into the northern region grid. 

Future plans include a 2000MW 
DC link between the eastern and 
southern regions and a 3000MW 
DC link tying the east to the 
north. 

Beyond its central task of 
creating the national grid, 
however, the corporation has a 
wider remit - one reflecting its 

emerging position as the central 
overseer of a national power 
system and one simply reflecting 
the ambitions of what has 
become one of India's 
better-regarded public entities. 

Given its national outlook, n is 
natural that Power Grid been 
given the responsibility or 
attracting and vetting all bids Tor 
the mega power projects 
envisaged as producing more 
power than a local grid could 


evacuate - and for helping 
create the required transmission 
system. 

The corporation has also 
begun diversifying into offering 
consultancy services to India's 
beleaguered and largely 
lossmaking state electricity 
boards, supplementing 
transmission tariff revenues 
from the SEBs which comprised 
the bulk of the corporation’s 
turnover of around S250m last 
year - on which it returned an 
operating profit of $78m. 

So far Power Grid has not 
needed any direct government 
support. The company is 
required to meet 20 per cent of 
its investment from internal 
resources and accruals but relies 
otherwise on multilateral and 
bilateral loans and co mm ercial 
borrowings. 

Its financial planning 
envisages meeting the cost of 
installing the national grid 44 
per cent from domestic and 


foreign borrowings. 23 per cent 
from the World Bank, 21 per cent 
from accruals. 7 per cent from 
the Asian Development Bank 
and 5 per cent from Japan's 
Overseas Economic Co-operation 
Fund. 

Sustaining its proposed share 
of total investments will require 
a significant rise in current 
earnings - particularly since 
likely growth in revenues 
from the SEBs is necessarily 
limited. 

Which is why Power Grid 

looks likely to extend its reach 
further into telecommunications i 
- proposing to undertake the | 
creation of a national fibre optic j 
telecoms ‘‘backbone". The 
corporation has already opened 
talks with other government 
ministries over the project, 
designed substantially to 
augment Power Grid’s earning 
power. 

Mark Nicholson 


State of Orissa 


In the last five years, the 
eastern India state of Orissa 
bas received serious 
investment proposals of 
more than RslJlbn from 
domestic and foreign groups 
to build new industries. 

Such enthusiasm, according 
to a spokesman for the state 
government, was triggered 
by the “very brave" reform 
of the power sector. 

Orissa, which previously 
had a poor record for 
generation station plant 
load factor and loss of 
power during transmission 
and distribution, quickly 
became the pacesetter in 
power sector reform as it 
was the first state to take 
advantage of a World 
Bank-financed restructuring 
scheme.' 

The hank ’s officials 
acknowledge that the Orissa 
government’s reform 
programme goes well •- 
beyond their prescription of 
a “significant private role 
in power distribution, 
corporatisation of utilities. - 
rationalisation of the tariff 


structure and setting up of 
an independent regulatory 
commission". 

The state is one of the 
richest in the country in 
terms of mineral resources, 
bnt Investors have avoided 
Orissa because of its 
chronic power shortage. Bnt 
now, when Mr Janaki 

Ballabb Patna ik. chief 
minister, says that Orissa is 
in the process of becoming 
ihe “power-house of India", 
he sounds convincing. 

According to a survey by 
the Central Electricity 
.Authority. Orissa will have 
a surplus or 264MW by - 
2002, the last year of the 
country's ninth five-year 
plan. 

The principal objective of 
the comprehensive power 
reform programme is to 
reduce the role of the 
government in the sector to 
a minim um and . to create 
the conditions for private 
investment in power 
generation and distribution. 

The state government is 
hopeful that many other ' 


Reform powers progress 


Indian and foreign groups 
will follow the example of 
AES Trans power 

Corporation of the US, 
which is constructing a 
S00MW coalfired power 
complex at lb Valley, and 
build thermal and 
hydro-power generating 
stations. If this hope is 
fulfilled then, instead of the 
projected shortfall in power 
of 874MW by 2007, the state 
will continue to have 
surplus power. 

Orissa is also the first 
state to have split the 
wholly government-owned 
State Electricity Board into 
separate generation and 
distribution companies and 
set into motion their 
privatisation. 

The Orissa Electricity 
Reform Act was put in place 
In November 1995 and the 
government transferred all 
the hydropower stations. 


with a total capacity of 
1.237.5MW. to Orissa HPC 
and the transmission and 
distribution of electricity to 
the Grid Corporation of 
Orissa (Gridco) with effect 
from April 1 1986. 

The Orissa Power 
Generation Corporation 
(OPGC). which owns 42QMW 
thermal power capacity, has 
always been a separate, 
wholly-owned government 
company outside the SEB 
fold. 

- The government estimates 
that the implementation of 
the power sector 
restructuring programme 
(across India) will cost 
about (lbn. The World 
Bank is making a line of 
credit of S350tn available, 
with the UK’s department 
for international 
development adding $110m 
and the Asian Development 
Bank a further $57m. 


Bijoy Jena, chairman of 
Gridco. believes the 
“reforms will lead to the 
establishment of a 
sustainable market 
structure which promotes 
the growth of the power 
sector and ensures a 
reasonable commercial 
return to the market 
participants. It will also 
protect the interest of 
consumers". 

As a prelude to the 
privatisation of its power 
distribution business, 
Gridco bas farmed four 
subsidiary companies and 
51 per cent of their equity 
capital will be transferred 
to private companies by 
March 1999. 

“We set the privatisation 
ball rolling on November 28 
1997." says Mr Jena. “The 
response to the 
privatisation is highly 

encouraging. A foreign 


company can participate in 
the competitive bidding 
through a consortium which 
includes an Indian business 
organisation." 

No single group or 
consortium will be given 
majority ownership of more 
than two power distribution 
companies. "We want 
healthy competition in the 
power distribution sector." 
Mr Jena adds. 

As the distribution 
business is spun off into 
four separate companies, 
Gridco will be concerned 
with the bulk buying and 
selling of power. The state 
does not intend to privatise 
the transmission business 
in the near future. However, 
both OHPC and OPGC will 
progress with disinvestment 
in phases. 

Merchant bankers expect 
there to be many domestic 
and foreign bidders for the 


shares of OPGC which owns 
two new thermal stations 
and which Is building 
another two coalfired units 
at lb Valley. 

Merchant bankers say 
bidders for majority 
ownership of distribution 
companies will seek 
assurances from the 
government that they will 
be allowed a free hand in 
eliminating loss of power 
due to theft, non-metering 
or defective metering of use 
of power and inefficient 
revenue collection. The 
government is strongly 
committed to reform and 
will not hesitate to let the 
distribution agencies ping 
the theft of power. 

According to Gridco 
officials, what makes the 
share offer attractive is the 
package of measures Gridco 
has initiated to make both 
transmission and 
distribution businesses 
profitable. Supported by the 
international lending 
agencies. Gridco Is 
modernising the trans- 


mission and distribution 
systems and replacing the 
old meters. The work is to 
be completed by 2002. 

Industry officials argue 
that the establishment of 
the Orissa Electricity 
Regulatory Commission - 
the country's first - as a 
“transparent and 
independent regulator" to 
fix the power tariff and 
gradually phase out the 
subsidisation of the 
household and agricultural 
sectors by industrial and 
commercial consumers 
confirms that the 
government means 
business. 

Orissa will be exploiting 
about 40 per cent of its 
hydro power potential of 
15bn units by 2002. With 
nearly 47bn tonnes of 
non-coking coal at lb Valley 
and Talcher, the state could 
be a perennial source of 
power for the rest of the 
country. The challenge is in 
attracting investment 

Kunal Bose 
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Continued from facing page 

For the public sector compa- 
nies that dominate India's 
oU industry, an end to price 
controls is also good news. 

Until now. the profits of 
companies such as Indian 
Oil Corporation. Hindustan 
Petroleum and Bharat Petro- 
leum were constrained by a 
Byzantine system of controls 
requiring them to import 
crude at world prices and 
sell refined products at state- 
dictated prices. The govern- 
ment guaranteed companies 


a 12 per cent fixed return on 
investment: any surplus 
earned was deposited into 
‘ofl pool accounts’. 

ff official prices were 
below world market prices, 
the government compen- 
sated companies through the 
same fund. The prices them- 
selves were set by the 
“administrative price mecha- 
nism", a 22-year-old net of 
complex cross-subsidies. 
Under the system, petrol for 
cars and aviation turbine 
fuel were overpriced to sub- 
sidise kerosene, the “poor 


man's fuel”, used by an esti- 
mated 300m Indians for cook- 
ing and lighting. 

Although the system func- 
tioned for a while it has 
become unsustainable in 
recent years due to rising 
global oil prices, a hefty 
increase in imports, falling 
domestic output and rising 
subsidies. Yet Indian govern- 
ments repeatedly postponed 
much-needed price 
increases. As the end of last 
year approached, the deficit 
In the oil pool account had 
swollen to nearly $5bn. 
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pushed up in part by a 
$l.8bn bill for subsidising 
kerosene during 1996-97. 

Analysts warned that, if 
steps were not taken 
quickly. Indian Oil Com- 
pany. the country’s sole 
crude oil importer, would 
exhaust its $3.5bn ceiling on 
foreign borrowings by 
November. 

Forced to act. the govern- 
ment in September increased 
the price of diesel by some 22 
to 26 per cent, bringing the 
price to import parity. It also 
said that with immediate 
effect diesel, naphtha and 
fuel oils would be linked to 
world prices. Officials subse- I 
quently announced that con- | 
sumer prices for gas would | 
reach global parity within 
two years. Finally, it 
announced that prices 
receivable by oil producers 
would reach impart parity in 
five years and that, as of 
April l, refineries would 
begin to receive a tariff-ad- 
justed import parity price for 
a range of products includ- 
ing motor spirit, kerosene, 
diesel, aviation turbine fuel 
and LPG. 

With the price reforms. 
India’s public sector oil com- 
panies are likely to see a sig- 
nificant rise In their profit- 
ability. 

This will provide them 
with much needed resources 
to pursue expansion plans 
designed to meet future 
demands. “It’s definitely wel- 
come news,” says Caspian’s 
Mr Patwardhan. 

Plenty remains to be done, 
however. Last year, the gov- 
ernment announced a new 
exploration licensing policy, 
but bidding on exploration 
blocks has been stalled until 
the government formulates a 
new petroleum tax code. 
India also has to establish 
| proper regulatory mecha- 
I nisms to ensure fair compe- 
i tition between state-owned 
and private companies - an 
issue of critical concern for 
potential foreign investors. 

“These watchdog bodies 
should have strong teeth to 
prevent the abuse of monop- 
oly positions," says Mr 
Varzi. Private companies say 
that getting the option to 
build their own pipelines, 
rather than being forced to 
rely on lines run by competi- 
tors. Is also a key factor. 

Analysis say the steps 
taken so far bode well. A 
new regime will take control 
after next month's elections, 
and most believe that the 
plan to deregulate the oil 
sector will be implemented. 
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IV INDIAN ENERGY 


BBOGAS • by Amy Louise Kazmin 


Milking a natural resource 


India’s 230m 
cows are an 
unlikely power 
supply for its 
950m people 

Meeting the energy needs for 
950m people is one of India's 
biggest challenges. But the 
country has one unexpected 
resource which is lighting 
up many lives: cattle dung. 

With an estimated 230zn 
bead of cattle in India, dung 
is amply available. Several 
million Indians are already 
using dung-derived gas - 
known as biogas - for cook- 
ing and lighting. 

The story of biogas begins 
in tbe 1950s when Indian sci- 
entists developed a design 
for a small structure that 
uses anaerobic digestion to 
turn cow dung into clean- 
burning gas, while leaving 
plenty of material left over 
for fertiliser. 

Initially, the plants were 
introduced on a limited 
scale. But after the oil crisis 
of the 1970s Indian officials 
began actively promoting 
tbe use of biogas plants, 
offering subsidies and train- 
ing courses to encourage 


their spread. So far plants 
have been Installed In 3.7m 
households, while 10,000 
stonemasons around India 
have been taught how to 
build them. 

A family needs between 
two and five cattle - depend- 
ing on the type of cattle - to 
have sufficient dung to Feed 
the smallest, household-size 
plant. 

For Sunita Sharma, a 
farmer's wife and mother of 
five in the Indian village of 
Moradpur-Nizam, the biogas 
plant her husband install ed 
several years ago has been a 
boon. Previously. Mrs 
Sharma spent three or four 
hours a day collecting wood 
to use for cooking. When she 
prepared meals, acrid smoke 
from the wood fire stung her 
eyes. Now. all the family's 
meals are cooked on a bio- 
gas range. “And we don't get 
smoke in our face.” she says. 

Advocates of bio-gas say 
the unusual fuel can reduce 
the incidence of lung and 
eye ailments among rural 
women, who often suffer 
from prolonged exposure to 
smoke from wood fires. 

Biogas is used not only for 
cooking; in sufficient quanti- 
ties. U can also be used to 


generate electricity through 
specially modified genera- 
tors. Mrs Sharma's neigh- 
bour. Yeshpal Singh, is a rel- 
atively wealthy farmer with 
about 25 cattle. He has 
Installed a large, 35m 1 capac- 
ity biogas plant in his yard. 
His family uses the gas for 
cooking and to run a genera- 
tor which powers their tele- 
vision. refrigerator and farm 
equipment when the govern- 
ment power supply is cut off. 
That, they say. is most of the 
time. 

Mr Singh says word of bio- 
gas is spreading. "People are 
inspired to get these plants.” 
he says. 

Biogas is not limited to 
household use. Mohammed 
Haroon Choudry and his 
brothers run three roadside 
restaurants In the village of 
Dasna on the road between 
New Delhi and Lucknow. 
For most of their cooking 
the brothers depend on cyl- 
inders of liquid natural gas, 
which are often bought at 
high prices on the black 
market 

Recently, though, tbe 
Cboudrv brothers, who also 
have farmlands and a dozen 
cattle, installed a small bio- 
gas plant behind the restau- 


rants as an experiment. 
They have been using it for 
emergencies when the regu- 
lar gas runs out and are so 
impressed with the results 
that next year, they plan to 
spend RsSO.OOO on a large 
blogas plant to provide 
enough gas for them to cook 
most of the food at their 
three restaurants. Not only 
will the supply be more reli- 
able, it will also save them 
money. 

Energy specialists say the 
spreading use of biogas 
points a way towards over- 
coming the cost and obsta- 
cles of electrifying 600,000 
rural Indian villages. 

Dr R-K- Patchaurl, director 
of the Tata Energy Research 
Institute, says that with new 
technology making small 
turbines nearly as efficient 
as larger ones, bio-gas, 
including gas from bio-de- 
gradable agricultural waste, 
could conceivably generate 
electric i ty for individual vil- 
lages - some thing that may 
be far more efficient than 
trying to bring villages onto 
a grid. 

“In the Indian situation, it 
is not sensible to generate 
power and feed it into a 
national grid. It is preferable 
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Cattle play an mpoitant role an the kxflan community ...and for some ft provides a valuable source Of energy 


to have local and specific 
power - like a windmill to 
generate an Irrigation 
pump.” 

Despite the enthusiasm of 
its users, the spread of bio- 
gas In India remains far 
below its potential Accord- 
ing to the ministry of non- 
conventional energy sources, 
some 12m rural households 


have enough cattle to meet 
their energy needs though 
blogas. Yet the government 
budget for promoting the 
fuel is just 315m per year - 
enough to subsidise the con- 
struction of only 200.000 new 
plants. 

Without at least some sup- 
port from the government, 
few farmers are willing, or 


able, to afford the $200 or so 
needed to install the small- 
est plant. 

The success of the plants 
is also erratic. While in 
India’s southern and western 
states around 90 per cent of 
the installed plants are func- 
tioning well, in sta te s such 
as Bihar and Uttar Pradesh 
many are either lying idle or 


are out of order. 

Still, it. is clear ' that 
Mahatma Gandhi’s view that 
India’s cattle are a source of 
wealth is true in unexpected 
ways. With a little political 
will and a few more 
resources devoted to it cat- 
tle dung can help power 
Indian villages into the 
future. 


NATURAL GAS • by Andrew Symon 


The answer to some inflated expectations 


India’s need for 
LNG is mirrored 
by the regional 
suppliers’ need 
for new markets 

India is set to become the 
first new market east of Suez 
for liquefied natural gas 
i LNG) by the start of the 
new century or just after. 

While there has been a lot 
of talk that Thailand. China 
and maybe even the Philip- 
pines could join the list of 
Asian LNG importers - con- 
sisting of Japan. South 
Korea and Taiwan - only in 
India is prediction becoming 
reality. 

India's position arises 
because domestic production 
continues to fall short of 


potential demand; the gov- 
ernment wants to see more 
gas consumed to help over- 
come excessive reliance on 
polluting coal; and on-going 
industry deregulation and 
gas price reform is resulting 
in new opportunities for for- 
eign and domestic compa- 
nies. upstream and down- 
stream, alongside the 
state-owned Oil and Natural 
Gas Corporation (Ongc) and 
Gas Authority of India 
(Gail). 

LNG's share of modern 
energy consumption (that is, 
outside of traditional wood, 
dried dung etc) is small, 
making up only about 11 per 
cent of the total, as against 
coal's 54 per cent. But the 
government and the compa- 
nies in the sector believe 
there could be no limit to 


demand provided there is 
gas available. 

British Gas. active in west 
India, projects a threefold 
increase in the country's 
total gas consumption by 
2006 when it would account 
for 20 per cent of energy con- 
sumption. 

Such projections assume 
imports. The Indian govern- 
ment itself does not expect 
anywhere near enough addi- 
tional production from 
India's own gas fields - the 
main ones are Bombay High 
and Gujarat High, offshore 
in the north-west, with small 
fields also in the north-east 
and in the south-east - 
although it is encouraging 
exploration as well as pro- 
moting investigation as to 
how coalbed methane from 
India's extensive coal 


reserves might be harnessed. 

For India's western and 
north-western regions, LNG 
can be readily supplied from 
the Middle East and. maybe, 
one day through pipelines 
from Iran and Turkmen- 
istan; for the eastern and 
southern regions, there is 
supply from Indonesia, Mal- 
aysia, Australia's north 
west; pipelines from Bangla- 
desh and Burma are also 
mooted for tbe longer term. 

Given the economic prob- 
lems in Asia and the slowing 
of LNG demand growth in 
South Korea and Japan. 
LNG producers in the Middle 
East, Australia, Indonesia 
and Malaysia will be keenly 
turning to the sub-continent 
for markets they would ear- 
lier have hoped to find in 
eastern Asia. 
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There is a wide field of for- 
eign and domestic compa- 
nies pl anning LNG import 
developments, and the gov- 
ernment is keeping a light 
hand on the tiller of this 
competition. For example, no 
detailed planning and licen- 
sing for LNG recelval termi- 
nals is to be required - a 
sharp contrast to LNG 
import development in 
South Korea a decade ago 
when a government enter- 
prise, Korea Gas (Kogas), 
was given an LNG import 
monopoly. 

The situation now in India 
is consistent with tbe thrust 
of Its energy sector policy 
since the early 1990s which 
encourages increasing pri- 
vate sector participation. 
This will ultimately be 
under a new regulatory 
authority designed to pre- 
vent monopolistic pricing. 

In this environment, says 
Rebecca Mark, chief execu- 
tive of the US company 
Enron International, success 
for LNG importers will 
depend very much on their 
efforts to develop down- 
stream business and secure 
a strong customer base. Gov- 
ernment permits alone will 
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not be enough. 

Enron sees itself as lead- 
ing the pack in this regard. 
It is working all along the 
indus t r y chain, beginning 
with export supply of LNG 
from its Qatar project in the 
Middle East; construction 
and operation of a receival 
and regasification terminal 
south of Bombay on the west 
coast; construction and oper- 
ation of a high pressure 
transmission pipeline from 
the te rminal through Bom- 
bay and onto the city of 
Hazira in the state of Guja- 
rat and providing base load 
demand through Its large 
Dabhol Power Plant in the 
state of Maharashtra, now 
under construction. 

Dabhol, one of India's first 
independent power plant 
developments and one of the 
largest foreign invested pro- 
jects in India, is firmly on 
track after being derailed in 
1995 when a new state gov- 
ernment came to power. A 
new agreement was con- 
cluded with the state govern- 
ment in 1996. 

Enron plans to import in 
the order of 5m tons of LNG 
annuall y. Of this , 23m tons 
will fuel the 2.450MW Dabhol 


plant and the rest will be 
sold to other bulk consum- 
ers. While the first 826MW 
phase of the plant, to be 
commissioned in December 
this year. will use 
naphtha or distillate, gas 
should start to flow for the 
plant by the time the 
1.624MW second phase is 
completed around 2000, 

British Gas International, 
the offshore arm of British 
Gas, is also well placed. It is 
also focusing on the western 
area of India, in and around 
Gujarat state, one of the 
country's most industria- 
lised regions. BG, too, wants 
to import LNG through its 
own facilities as part of a 
wider strategy to develop 
downstream business, in 
addition to the use of domes- 
tically-produced gas. 

BG has some of the build- 
ing blocks in place. In July 
last year it acquired a con- 
trolling stake in the listed 
Gujarat Gas. India’s largest 
private sector gas distribu- 
tion company, with 1,000km 
of pipeline serving indus- 
trial, commercial and resi- 
dential customers in Surat, 
Ankleshwar and Bharuch. 
Gujarat adds enormously to 


BG's other asset - Mahana- 
gar Gas. a 50:50 venture 
since 1994 with the state- 
owned Gail, now reticulating 
gas to customers in Bombay 
as well as providing com- 
pressed natural gas (CNG) to 
some 5,200 taxis. 

To expand further, BG 
wants to be importing 2.5m 
tons of LNG a year by 2003, 
probably from Qatar through 
a receiving and regasifica- 
tion terminal at Ptpavav 
across the bay from the 
large cities of Surat and 
Hazira. The terminal would 
supply the Gujarat Gas sys- 
tem with additional imports 
for dedicated power custom- 
ers. BG is pursuing the LNG 
terminal project with the 
Gujarat Pipavav Port, and 
may also become a user on 
the demand side through its 
participation in a proposed 
615MW power plant project 
at Pipavav. 

“The wheel that turns it 
all is being able to distribute 
to residential users, indus- 
trial users and power plants 
as well as the potential of 
gas for fertiliser feedstock; 
you then have a chain,'' says 
the head of BG's Asia-Pacific 
region, Ted Traffbrd. 




A LNG future beckons 


Next October, Gujarat 
Torrent Energy Corporation 
(G-Tec) will switch its three . 
gas turbines to combined 
cycle - reaching frill 
capacity output of 655MW. 
The first of these turbines 
is already operational, 
generating 120MW. 

The company - owned by 
India’s Torrent group, 
Powergen of the DK, 

Siemens of Germany and 
the Gujarat Power 
Corporation — is cow 
discussing plans to triple 
tills capacity to L800MW, 
using new supplies of 
imported liquefied natural 
gas (LNG). It has already 
secured agreement in . 
principle with the state 
government to raise output 
to 1,200MW. 

“The key challenge on 
this one Is to obtain fuel,” 
says Gerry Grove-White, 
general manager of 
Powergen India. “And that 
is almost certainly going to 
be liquefied natural gas.” 

Mr Grove-White says 
G-Tec could expand its 
existing plant quickly but it 
will have to wait “two or . 
three years” for tbe current 
wave of liqoefied natural 
gas projects to come on 
stream. At this stage G-Tec 
may convert its existing 
plant to LNG. 

“There is not enough gas 
at the moment'’ adds Mr ' 
Grove-White. He says G-Tec 
would consider using a 
temporary fuel, such as 
□aphtha, while projects 
reach completion- “But we 
believe that long-term, 
naphtha Is not a 
fundamentally sound way 
of fuelling a power station 
- ft is vary expen s i ve." 

G-Tec was Incorporated 
in 1992 as a joint venture, 
agreement between . 

Torrent a diversified 
industrial group, and . 
Gnjarat Power Corporation, 
a vehicle set up by tbe state 
of Gnjarat to promote 


investment in power. A 
year later, Siemens agreed 
to take an equity stake as 
equipment procurement 
and construction 
contractor. In 1994, 
Powergen also bought Into 
the project when it was . 
appointed operation and 
maintenance contractor. 
Powergen now holds 28 per 
cent of G-Tec’ s Rs7.3bn 
equity, while Siemens holds 
14 per cent. 

' “We wanted the 
contractors to have a 
long-term Interest in the 
project,” says a G-Tec 
spokesman. Tbe company 
also. needed foreign equity 
participation to allow it to 
raise funds abroad under 
Reserve Bank of India 
guidelines. 

By the time the two 
companies came on board 
G-Tec had already 
negotiated a power 
purchase agreement with . 
Gnjarat State Electricity 
Board, backed by escrow- - - 
accounts and a state 
government guarantee, and 
started work on the site. 
“The Indian promoters 
(shareholders) showed real 
entrepreneurship,” says 
Sudhir Shah, president 
(commercial) at G-Tec. 

“They started spending 
their own money before the 
company’s borrowings were 
in place.” He says the 
shareholders “knew that 
things would happen, but 
that they would take their 
own time” and were 
prepared to “take risks” in 
the meanwhile. 

This aggressive approach 
helped sustain the project’s 
momentum. G-Tec avoided 
becoming mired in political 
controversy in spite of 
frequent changes in 
government - in no gmall 
part dne to the good offices 
of Torrent and Gujarat 
Power. 

“This project has seen six 
chief ministers," says Mr 


Grove-White. Fortunately, . 
be adds, the senior state 
bureaucrats provided an - 
essential “thread of 
continuity” and there was a 
common “political wifi” 
among an state parties to. 
see the project completed. 

While Siemens provided 
world-class expertise as a 
turnkey contractor - 
installing V94^ gas 
turbines and waste heat 
boilers - Powergen 
concentrated on design and 
managing the project risk. - 

*T think Torrent would 
accept that we helped them 
considerably hi risk 
management and risk 
mitigation,” says Mr 
Grove-White. “Fuel was one 
area where we were able to 
add to the contract in one . 
or two areas to improve 
risk allocation.” 

This was not without cost 
- sparking occasional 
clashes between the 
partners - and tbe end 
result rarely met 
international standards. 

The fuel supply 
agreement with Gas 
Authority of India (Gail), 
for example, is still frill of ' 
holes. One G-Tec expert • 
summarises it as “we will ' 
supply gas if it is there at . ■■ 
whatever pressure we like.” 
Mr Grove-White counters:... 
“If you want gas in India, 
there isastandard supply 
contract - we had to get 
comfortable with that” 

He says it was not 
possible to always insist on 
“internationally bankable - 
contracts.” Instead, the ; • " 
plant was designed to also 
run on naphtha, delivered 
by rail, in the event that 
gas was unavailable - ' 
providing an alternative . 

source of fuel ’‘Without 

naphtha I do hot think, wh 
would have invested in this , 
project,” he says; 

' G-Tec’s lenders - a ' . 
consortium of Indian h anks 
and German lenders . 


suppoite<H>y deferred ' 
payment guarantees from 
Ind i an financial 
institutions - were wilting • 

. to accept the terms on offer, 
lending a total of Bsi7.3bo. 
The only difficulty was 
getting all the banks to 

agree to the same lending 
. terms - a process which 
took several months. 

“This would only, work te 
an Indian-financed 
context,” says Mr 
Grove-White. “The Ironic . 
thing is that a • . 
counter-guarantee Ifrom 
India’s central government] 
was once seen as the holy - 
grafl because itigave access •/■ 
to international finance ! 
but that has turned oat to' : 
be a mixed blessings 

“International finance 
means fuel contracts, : 
transport contracts, have to • 
be to international - • 
bankable standards.** .While . 
this remains nigh on ~ - . 
impossible, he says “the.- 
Indian, solution is the 
quickest". 

All three private sector - 
partners are now looking et\ 
further power projects.. ' " 
Torrent says it would 'VA' 
“consider the Enel scetterip-; ; 
and the overall objectives," 
of the group;” Powergen 
and Siemens, meanwhile,-' . 
.are working on a 57SMW . . : * 
coal-fired plant at Bfna, m ~ 
Madhya Pradesh, to whrch 
Powergen holdsa i&pfer * v '- 
emit stake andIndiaVA.Y 
Birla group the, remaining- 
51 per cent equity.’ ;rV-\ 

The Bins power Station f 
wifi be Indians first xuifeate . 
secfrn'coaMtretfpTalrt^' 
drawing on tfie Birla . ^ .- * 
group’s expertisfriu i U - . 


“Thekey is the Tail and- . <■ 
coal contracts - it is a. v . 


and weKdvene alte-nativc 1 
way erf firing tbat plant" 
says MrGroye-White?- . . 
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ARTS 



The expanding appeal of Americana 

The new year bidding in the US is giving Sotheby's and Christie’s much to crow about, as Antony Thomcroft explains 

F ine art auctioneers saleroom. As usual the first boom, and only exceptional Affleck for the merchant draw out other good items & Jugiez. who, working in in Syracuse New Jersey surround, made around 

rouse slowly from big auctions of the year took objects would raise such Levi Hollingsworth, sold for for the June auction. Philadelphia in the 1760s, where it featured on the 1798, which sold for 

raid-winter break. . place in New York last values today. Indeed the S2.9m, a record for a Christie’s also managed a made furniture to popular American TV S222.5G0. against a $10,000 

They have bad week, where the finest onlv weak sector of a slrone PMlndelohin suite of record Tor American silver Chinoendale's desitms. nroerramme Antiaues estimate. Also. SI 73.000 wai 


F ine art auctioneers 
rouse slowly from 
raid-winter break. 
They have bad 

plenty to muli over during 
this off-season. Christie’s is 
still considering a take-over 

bid fronx SBC Warburg, and 
the offer has certainly 
galvanised Its working 
practices - last week it 
announced it was shedding 
60 staff. 

Sotheby's has been 
overtaken In. size - but not 
in profitability - by 
Christie's in the past year. It 
has been considering how to 
regain pole position and has 
decided honesty is the best 
policy. After last year's 
unwelcome publicity about 
conniving in smuggled 
works of art, in future it 
will not accept any goods 
for sale, particularly 
antiquities, that have a 
doubtful provenance. 

Behind the background 
politics, there is Che 
everyday action in the 


I s somebody enjoying a 
subtle in -joke? Tbe 
visual motif of the 
Royal Opera’s nc.w pro- 
duction of Le nazze di Figaro 

is an architect’s plan of the 
Almaviva family villa, which 3 
from one angle looks suspi- 
ciously tike a certain opera- 
house project down tbe road. 

Presumably the company 
found that its existing pro- 
duction of Mozart’s opera did 
□at fit the stage at the Shaf- 
tesbury Theatre and so a 
new one had to be rustled up 
quickly (the off-stage chorus 
of tut-tutting belongs to Ger- 
ald Kaulmann and his House 
of Commons Select Commit- 
tee). Patrick Young, a Royal 
Opera staff producer, was 
brought in to do the job. 

. Designs are by Roger Butlin 
and lighting (evocative on 
limited resources} by Paul 
PyanL 

How much they were 
given to work on - ' both 
regards to money and time - 
looks doubtful. Hie budget 
has bought 3 not-unstylisb 
single set, which Is after all 
unlikely to be used again 
beyond these performances 
- if, indeed, it lasts that 
long. One push on the wob- 
bly back wall and the entire 
villa could collapse into the 
garden. Everything is black 
and white, enlivened occa- 
sionally by those off-white 
shades that interior design- 
ers like to call “a hint of 
peach" or “avocado white". 

There is a certain posiness 
about tbe whole evening. 
Young is fond of treating the 
cast tike a flower arrange- 
ment so that they hit a neat 
tableau at the end of each 
scene - and it whiles away 
the time to see how far in 
advance one can spot the 
next one coming. 

Whatever his passing per- 
ceptions, there Is not a great 
deal of through-thought as 
to character or situation. En 
between their lines the sing- 
ers tend to . go blank, as 
though wafting for the pro- 
ducer to call out their next 
move from the wings - 
vainly in tbe case of poor 
Susanna, who waited an age 
for one cue (breaking glass 
outside the window) which 
never came. 

There was rather a Jot of 
that. In a Whitehall -style 
farce (of which Figaro is a 
very up-market variety) it is 


International 


saleroom. As usual the first 
big auctions of the year took 
place in New York last 
week, where the finest 

collection of Americana 
offered for many years came 
under the hammer. Tbe 
prices paid, and the records 
set, suggest that the 
American love affair with 
their homeland continues at 
a most passionate level. . 

Americana - works of art 
and craft produced in tbe US 
(the earlier tbe better) - is 
exclusively a VS collecting 

obsession. It leads to some 
weird transactions, and 
reflects the wealth of the 
nation. Where else would.a 
copper and zinc 
weathervane, produced for 
some Massachusetts farm 
around I860, sell for 
$770,0007 Or a quilt, 
embroidered in New York at 
roughly the same time, 
make $264,000? 

These prices were paid 
around 1990, at the time of 
the first great art market 


boom, and only exceptional 
objects would raise such 
values today. Indeed the 
only weak sector of a strong 
market is folk art, in 
particular folk portraits. 
Today’s buyers are more 
serious, seeking more 
traditional antiques, like 
furniture and silver. But 
their enthusiasm is just as 
strong, as last week's 
exceptional prices 
underlined. Equally strong 
is the American reverence 
for their great heroes - last 
month a signed letter by 
Abraham Lincoln sold for 
$442,500. 

Both Christie's and 
Sotheby's had much to crow 
about from their first 
auctions of the new year. On 
Friday alone Christie’s 
brought in $J3.5m (£8.2m), 
nearly double its 
expectations. A chest of 
drawers, plus matching 
dressing table and side 
chair, made in Philadelphia 
around 1770 by Thomas 


Affleck for the merchant 
Levi Hollingsworth, sold for 
S2.9m, a record for a 
Philadelphia suite of 

furniture. 

In the UK only an 
exceptional group of 
furniture by Chippendale, 

destined Tor an aristocratic 
mans ion would command 
such a price. But the suite is 
famous and comes from a 
museum, tbe Chipstone 
Foundation in Milwaukee: 
unlike British museums, US 
museums are quite happy to 
raise money to buy new 
acquisitions by cashing in 
the old. 

John Hays, who heads 
Christie's American 
rurniture department, had 
estimated the suite at 
$1.5m-$2m, but a flood of 
new bidders, many of them 
quite young, took him by 
surprise. It was a new 
collector who acquired the 
suite. “Wc are delighted by 
the results." Mr Hays says. 
And such high prices will 


draw out other good items 
for the June auction. 

Christie’s also managed a 
record for American silver 
when a tazza made by Henry 
Pratt in Philadelphia 

around 1730 sold for 
$-153,500, against a $50,000 
forecast. 


A t Sotheby's the 

highlight last week 
was the dispersal of 
almost 600 pieces 
collected by the late Stanley 
Paul Sax, who made his 
money producing polishing 
compounds for metal 
products, and for 30 years 
spent much of it buying 
Americana. The quality and 
provenance or his purchases 
led (o some frenzied bidding 
in a packed saleroom. 

The auction brought in 
$10.56m, with virtually 
every lot finding a buyer. 
The top price was the SlJJm 
paid for a Chippendale chest 
of drawers and dressing 
table, attributed to Bernard 


& Jugiez. who, working in 
Philadelphia in the 1760s, 
made furniture to 

Chippendale’s designs. 

Four very simple early 
chairs, attributed to John 
Welch, who traded in 
Boston around 1735, made 
the astonishing price of 
S967.000. A tall case clock 
made in Philadelphia tit 
1765 by Jacob Godshalk set 
a record for an American 
dock, selling for $442,500. 

Sax bought with the 
advice of tbe New York 
American dealer Israel Sack 
Inc. Sack was also a buyer 
on Sunday when, in a mixed 
owner sale, it paid $531,000 
for a games table made in 
Boston around 1795, which 
was labelled John Seymour. 
It is one of only sLx known 
tables carrying tbe Seymour 
name. 

It bad been bought in a 
boot sale 30 years ago by a 
retired teacher for $25. Last 
September she took it to 
Chobbs Antiques Roadshow 


in Syracuse New Jersey 
where it featured on the 
popular American TV 
programme Antiques 
Roadshow. It was 
recognised, valued and 

quickly sold. The pioneering 
BBC Antiques Roadshoiv has 
never produced such a 
lucrative find. 

Another Roadshow 
discovery - a portrait of an 
unknown man by Sheldon 
Peck, which turned up in 
Nashville - sold for $79,500 
to tbe dealer Wayne Pritt. 
The unearthing of such 
valuables suggests that 
there is plenty of Americana 
ont there waiting to be 
uncovered. More and more 
rich Americans feel it is 
their patriotic duty* to pay 
amazing prices for common 
objects, minted in early 
America. 

Among the new specialist 
auction records that 

Sotheby's claimed last week 
involved a neo-classical 

white marble fireplace 


surround, made around 
1798, which sold for 
S222.500. against a S10.000 
estimate. Also. $173,000 was 
paid for a walnut bird cage 
candle stand, made in 
Philadelphia around 1770, 
which was expected to go 
for less than $30,000. 

The auction house was 
even bold enough to post a 
record for a New England 
armchair, when a 
Connecticut example of 
17S5. in cberryvood, 
quadrupled its forecast at 
$266.30(1. 

It is not just patriotism 
that delivered these prices: 
the strength of the US 
economy is producing 
enough surplus wealth to 
drive up antique prices. This 
bodes well far New York's 
increasingly dominant 
position in tbe international 
art market. This should be 
confirmed next week when 
Sotheby’s and Christie’s sell 
top Old Master paintings 
and drawings. 



Concert 


Carter clarinet 
concerto a 
tour de force 


N o, Elliott Carter is 
not yet 90. but a 
December 
birthday is the 
best way to guarantee a 
year-long celebration- Tbe 
London Sinfonietta raised 
the curtain at the Queen 
Elizabeth Hall on Monday 
with the UK premiere of his 
Clarinet Concerto, and 
Carter was there to hear it 
and give a talk beforehand. 
He moves more slowly these 
days, but his wit, 
gentlemanly modesty' and 
reluctance to explain himself 
have not withered with age. 

We didn't need the 
question-and-answer session 
with fellow composer George 
Benjamin to learn that It’s 
all there in the music. First 
performed hy Alain Damiens 
and the Ensemble 
InterContemporain last 
January in Paris (when it 
was welcomed on this page 
by David Murray), the 
concerto dazzles on first 
hearing and promises to be a 
source of endless 
fascination. Tbe sooner it 
gets out of the contemporary' 
music ghetto, the better - 
and that’s not something I 
would say of every Carter 
work. 

The concerto will be lucky 
to find a soloist as 
charismatic as Michael 
Co llins , whose performance 
shared the breathtakingly 
virtuosi c qualities - 
stamina, conviction, 
passionate eloquence - that 
distinguished Heinz 
Holliger’s playing of tbe no 
less demanding Oboe 
Concerto a decade ago. This 
latest work is marginally 
shorter, but the landscape is 
just as diverse and tbe 
signposts equally clear. 

What impresses is its 
Gallic fluency, its classical 
shapeliness and sense of 
physical space - all of which 
have the listener feeding out 


Smouldering: Dmitry Hvorostovsky as the Count with Nuccia Focile’s Susanna in the Royal Opera’s new production 

Opera/Richard Fairman 

What a marriage in ‘Figaro’ 


essential that people biding 
behind doors, ebaira or trees 
are not seen. Here they 
would pop out and - blow 
me down - another charac- 
ter would spot them every 
time. But perhaps the pro-’ 
duction will come together 
with more practice, more 
working together, and a 
sharper eye for comedy. It 
certainly has a good cast 
Tbe star is Dmitry Hvoros- 
tovsky, who plays the Count 
as an over-sexed young pup 
who has inherited the family 
estate at an early age and is 
now absolutely fuV of bim- 


selt His smouldering man- 
ner gives off a sexual heat 
that burns up every female 
on the stage. Women in the 
audience are advised against 
sitting in the front row in 
case they get their ears 
singed. Once into the drama, 
he reveals a latent vidous- 
ness to the character that is 
quite frightening. And he 
sings the music magnifi- 
cently. Hvorostovsky is - in 
a word - the best Count I 
have seen. 

At the heart of the great 
Act 2 finale there is a 
moment when he convinces 


you the Count really could 
kill his wife (what a mar- 
riage this could turn out to 
be). Gillian Webster’s Count- 
ess responds by remaining 
cool, concentrating on sing- 
ing her part as beautifully as 
she can. The voice does not 
sound quite even, or perhaps 
finished, but it has a free- 
dom that allows it to sail out 
impressively. Dagmar Pecko- 
vfi’s Cherubino also does 
well in her two arias, singing 
with feeling and intensity. 

In Nuccia Focile the pro- 
duction has a Susanna with 
everything going for her. 


pretty Italian features, bags 
of ebullience, sparkling eyes 
and crisp words, though she 
does not take charge of tbe 
opera as strongly as she 
might. Neal Davies's deci- 
sive and straightforward Fig- 
aro marks another step for- 
wards in his career, but he 
needs to put a stop to the 
ugly habit of singing out of 
tbe side of his mouth. If his 
upper lip curls round any 
further, it will be in danger 
of swallowing his left ear. 

There is a decent trio of 
supporting singers 
Gwynne Howell a Dicely 


ineffectual Bartolo, Yvonne 
Howard a youuger-than- 
usual Marcellina, Robin Leg- 
gate not waspish enough as 
Basilio - and the young 
American conductor Steven 
Sloane kept everybody 
exactly in place from the pit. 
If only the trim playing and 
well-judged speeds could 
smile a little more. too. 
Everybody in this Figaro 
needs to relax and enjoy 
themselves. Perhaps the sec- 
ond cast, taking alternate 
performances from Thurs- 
day, will show them how. 


of the soloist's hand. The 
clarinet turns out to be 
something of a Pied Piper, 
leading off each 
instrumental group in six 
sections, linked by short 
tutli passages. There's a 
bluesy feel to the dialogue 
with brass, a racy whirl with 
fellow woodwinds and a 
reverie of the utmost 
tenderness with five string 
instruments. The musical 
argument then dissolves into 
Webern-like fragments, 
before a quizzical ending. 


W hether or not 
the concerto 
adds to his 
reputation as 
the world's “greatest living 
composer", an unhelpful 
accolade bandied about by 
Carter cognoscenti, it finds 
him less intellectually 
intimidating, less musically 
labyrinthine than before - 
and much more lyrically 
charged. That impression 
may have had something to 
do with Collins's relaxed 
confidence, which 
underlined the visionary 
imagination of the piece over 
and above its tightrope 
technical demands. 

After this tour deforce, tbe 
Double Concerto (1961). a 
Sinfonietta party-piece, 
sounded rambling in 
discourse, denser and more 
obviously constructed. Both 
works dwarfed the preceding 
70th and 80th tributes to 
Carter from Lutoslawski, 
Babbitt and Oliver Knussen, 
who conducted everything 
with indefatigable zeal, and 
whose Coursing came closest 
to realising the Carter-esque 
conflict between order and 
chaos. 

Andrew Clark 


The concert is broadcast on 
BBC Radio 3 tonight. 






■ BERLIN 

CONCERTS’’" • 

Phflharmonie 

Tel: 49-30-2543 8354 - 
Berlin Philharmonic Orchestra: 
conducted by Mariss Jansons In 
works by Ghaussori and Strauss; 
Jan 23,. 24. 25' " 

DANCE V 

Staqtsoper untsr den Linden 

Tei: 49-30r20354555 ' . 
vnvto.staBtsaper-tier1in.oig 
Swan Lake: new staging by 
Patrice Barif' wftfi designs ty- ■■ 
Luisa Spinatein; Jan 23 

■ CmCAGO 

CONCERT^ 

O rch estr a - Hall ' 

Tek 1-312-294-3000 ; 

iivww.dtiatg6syirif^i6ny T org 
Chicago ^Syrnphony Orchestra: 
world premiere of Sir Harrison 
Bfrtwstte’sTExody, conducted by 
VVilliam Ed^ns. The programme 
s completed by Beethoven’s 
Vtofln Concerto in p Major, with 
sototst ttzhak Perlman; ' 


■ LONDON 

CONCERTS 
Barbican Hall 

Tei: 44-171-638 9891 
London Symphony Orchestra: 
Shell LSO 21st Anniversary 
Concert. Conducted by Elgar 
Howarth In works by 
Mendelssohn, Jacobs, Cash tan 
and Britten; Jan 21 

Queen Elizabeth Hall 

Tel: 44-171-960 4242 
London Sinfonietta: 30th Birthday 
Benefit Gala. Including two world 
premieres, and John Tavener’s 
The Whale. Markus Stenz 
conducts; Jan 24 

SL John's Smith Square 
Tel: 44-171-222 1081- 
Adrianne. Pieczonka: recital by 
the soprano of songs by Strauss. 
ZemiJnsky, Tchaikovsky and 
Barber; Jan 27 ' 

EXHIBITIONS 
Barbican Art GaRery 

Tek 44- 1 71 -638 889 7 . 

• Shaker The Art of 

Craftsmanships Fust major 
exhibition of ftimitixe emd _ . .. 

decorative arts from one of the 
most Irrffuential Shaker 
communities. Mount Lebanon. . 
The show traces the origins of 
the Shaker -movement from its 
origins in late 18th century - 
England through its development 
in 19th centmy America to what 
became a philosophy and a way 
of IHe; from Jan 22 to Apr 26 

• The Art of the Hariey: 30 
customised motorcycles provide 


toe centrepiece of this display 
devoted to the 95 year history of 
the Hariey-DavkJson company; 
from Jan 22 to Apr 26 

Royal Academy of Arts 
Tat 44-171-439 7438 
Art Treasures of England: The 
Regional Collections. Display of 
some 500 paintings, drawings 
and sculptires which will tell the 
history of the public collections 
outside London, from the 
foundation of the first university 
. museums in the 17th century to 
the present. Including works by 
Canaletto. Hogarth, Turner and 
Francis Bacon, the exhibition will 
also seek to surprise with the 
works of less well-known artists; 
from Jan 22 to Apr 13 

OPERA 
Barbican Hall 

Tot 44-171-638 8891 

Nixon in China: the UK premiere 
of Adams' opera is the opening 
concert of the "Inventing 
America” festival. Kent Nagano 
conducts the London Symphony 
Orchestra; Jan 25 


■ LOS ANGELES 

CONCERTS 

Dorothy Chandler Pavilion 
Tek 1-213-365 3500 
Los Angeles Philharmonic: 
conducted by Franz Welser-Mflst’ 
in works by Mozart and 
Bruckner Jan 22, 23, 25 

OPERA 

Li A. Opera, Dorothy Chandler 
Pavffion 

Tel: 1-213-9723001 
www.laopera.org 


Salome: by R. Strauss. Revival of 
Sir Peter Hall’s celebrated 
production. Conducted by 
Richard Hickox, with Hildegard 
Behrens in the title role; Jan 21 . 
24, 27 

■ MADRID 

EXHIBITIONS 
Fundac*6 “la Caixa” 

Tel: 34-1-435 4833 
Joaquim Mir, 1873-1940: A Life's 
Journey. Retrospective of around 
140 works by the landscape 
painter; to Jan 25 

■ MANCHESTER 

CONCERTS 
Bridgewater Hall 
Tel: 44-161-907 9000 

• BBC Philharmonic: conducted 
by Sir Edward Downes in 
Respighi's The Pines of Rome 
and Shostakovich’s Leningrad 
Symphony; Jan 24 

• Bournemouth Symphony 
Orchestra: conducted by Yakov 
Kreizberg in Mahler's Symphony 
No. 2; Jan 25 

M MILAN 

OPERA 

Teatro alia Sea la 

Tek 39-2-88791 
« Cappello di Paglla di Firenze: 
by Rota. Conducted by Bruno 
Campaneila in a staging by Pier 
Luigi Pizzi; Jan 23, 24 

■ MUNICH 

OPERA 

Bayerische Staatsoper 
Tei: 49-89-2185 1920 


Anna Bolena: by Donizetti. Ralf 
Weikert conducts a staging by 
Jonathan Milter. Edita Gruberova 
sings the title role; Jan 21 , 24 

■ NEW YORK 

CONCERTS 

Avery Fisher HaD, Lincoln 
Center 

Tel: 1-212-8755030 

• Israel Philharmonic: 
conducted by Kurt Masur in 
Beethoven’s Symphony No. 9; 
Jan 21 

• New York Philharmonic: world 
premiere of Zom’s Orchestra 
Variations, conducted by Leonard 
Slatkin. Programme also includes 
works by Schuman, Schwantner 
and Copland. With percussionist 
Christopher Lamb; Jan 22 

DANCE 

New York City Ballet, New 
York State Theater 

Tei: 1-212-870 5570 
Jewels: by Balanchine, to music 
by Faure, Stravinsky and 
Tchaikovsky; Jan 24 

EXHIBITIONS 

Metropolitan Museum of Art 

Tei: 1-212-8795500 
www.metmuseum.org 
John la Farge: more than 30 
paintings and stained glass 
windows by the 19th century 
American; to Jan 25 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tek 1-212-362 6000 

www. me topers, org 

• Capriccio: by R. Strauss. New 
production by John Cox, with 


sets by Mauro Pagano: Jan 21 
• La Cenerentola: by Rossini. 
New production by Cesare Uevi 
conducted try Levine; Jan 24 

■ PARIS 
CONCERTS 
SaHe Pleyel 

Tel: 33-1-4561 6589 
Orchestra de Paris: conducted 
by Gilbert Varga in works by 
Strauss, Kancheii and Dvorak. 
With cellist Mstislav 
Rostropovich; Jan 21 . 22 

OPERA 

Opera National de Paris, Opera 
Bastille 

Tel: 33-1-4473 1300 
Tos cac by Puccini. Conducted by 
Jan Latham-Koenig in a staging 
by Waiter Schroeter. Maria 
Guleghina sings the title role; 

Jan 23. 27 

■ ROME 

OPERA 

Teatro dell’ Opera 
Tel: 39-6-481601 
www.themix.it 

Le Nozze di Figaro: by Mozart 
Production for the Teatro 
Comunale In Florence by 
Jonathan Milter. Conducted by 
Hans Graf; Jan 22, 24, 25. 27 

■ SAN 
FRANCISCO 

CONCERTS 
Davies Symphony Hall 
Tel: 1-415-364 6000 
www.sfsymphony.org 
San Francisco Symphony 


Orchestra: conducted by Yan 
Pascal Tortelier in works by 
Brahms. Dutilleux and Ravel- 
Tortelier; Jan 22. 23, 24 

■ TORONTO 

OPERA 

Canadian Opera Company, 
Hummingbird Centre 

Tel: 1-416-363 6671 
Hansel and Grate]: by 
Humperdinck. New production, 
previously seen in the US, 
designed by Maurice Sendak and 
directed by Frank Corsaro. The 
conductor is Randall Behr; Jan 
23. 25 

■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

06.30: Moneyiine with Lou Dobbs 
1330: Business Asia 
19.30: World Business Today 
22-00: World Business Today 
Update 

• Business/Market Reports: 
05:07: 06:07; 07:07; 08:20; 09:20; 
1020; 11:20; 11:32; 12:20; 13:20; 
14:20. 

At 08:20 Mark Gay of FTTV 
reports live from LIFFE as the 
London market opens. 
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COMMENT & ANALYSIS 



Lionel Barber 




EU job iugiders 


European commissioners should focus on their Brussels 

job and not use it as a stepping stone to greater things 


Y ves-Thibault de 
Silguy, the Euro- 
pean commissioner 
for monetary 
affairs. this week 
announced be was no longer 
a candidate for political 
office in France. The pros- 
pect of Mr de Silguy stomp- 
ing around Brittany in 
search of votes in the 
French regional elections 
never appealed to his col- 
leagues. Most assumed he 
would be otherwise engaged 
in March preparing for the 
launch of the single cur- 


rency. 

More questionable was 
whether - in the event of a 
GaulUst victory - he would 
have been able to keep bis 
Brussels job and build up an 
independent fiefdom 3S 
president of Brittany coun- 
cil reporting to Jacques Chi- 
rac. the president. Now that 
Mr de Silguy has withdrawn 
his candidacy, we will never 
know the answer. 

It is tempting to dismiss 
this affair as a footnote in 
the annals u( the Commis- 
sion. a familiar tale of per- 
sonal ambition overriding 
good judgment. That would 
be wrong. The story' raises a 
point of principle: whose 
interests are European com- 
missioners serving? 

Those sympathetic to Mr 
de Silguy cast him as a vic- 
tim of a misunderstanding. 
Dual mandates are standard 
practice in a centralised 
country' such as France. 
Alain Juppe, former prime 
minister, served as mayor of 
Bordeaux. Dominique 
Strauss-Kahn. the telegenic 
Socialist finance minister, is 
being pushed to run in the 
Paris regional elections. Mr 
de Silguy. a career bureau- 
crat. was merely following a 
tradition of politicians seek- 
ing to stay in touch with the 
grassroots. 

The argument ignores the 
fact that France is slowly 
decentralising, that the 
regions are increasingly 
important power bases, and 
that Lionel Jospin, the 
prime minister, is trying to 
restrict the cumul des man- 


dats. Mr Jospin apparently 
has some sympathy with 
the public's view that multi- 
ple mandates are symptom- 
atic of the French elite's 
belief that it can Ot three 
jobs into a 20-hour day and 
still have time for a game of 
pelanque before lunch. 

The case for a European 
commissioner holding two 
jobs is still harder to sus- 
tain. The European Union 
treaty states that the 20 
members of the Commission 
may not engage in any 
other occupation, whether 
gainful or not. The French 
version is slightly more 
ambiguous, referring merely 
to "professional activity". 
But the spirit of the text is 
clear: the Commission's 
independence is paramount. 

In practice, matters are 
□ot so clear cuL Commis- 
sioners do pursue extra- 
curricular activities. Hans 
van den Broek. a former 
Dutch foreign minister who 
now bandies relations with 
eastern Europe and Russia, 
has a standing invitation to 
return to The Hague to 
attend high-level discus- 
sions on Europe. 

Mario Monti, who is 
responsible for the internal 
market, is president of Boc- 
coni University in Milan - 
more than a ceremonial 
post. Edith Cresson. the sec- 
ond French commissioner, 
served as mayor of the 
small town of Chatellerault 


The trouble 


starts with 


commissioners 
who have too 
much time on 
their hands or too 
little power to 
achieve very 
much 


and sought re-election in 
1995 just after Commission 
President Jacques Santer 
took office. But then not 

everyone finds it easy to say 
"Non” to Mrs Cresson. She 
finally resigned as mayor 
late last year. 

European commissioners- 
can never stand completely 
above the fray. Nor should 
they. They owe their 
appointments to national 
governments. Their con- 
tacts with national capitals 
are important. A talented 
commissioner can convey 
unpleasant truths both at 
home and in Brussels. 

When vital national inter- 
ests are at stake. Brussels 
commissioners snap to 
attention. On British beef, 
the Flemish language. 
French textiles or German 
worries over pensions porta- 
bility. the Commission 
divides on predictably 
national lines. 

Commissioners must rec- 
oncile their roles as bureau- 
crats, diplomats and politi- 
cians all rolled into one. 
Some are more successful 
than others. Karel Van 
Miert. the Belgian competi- 
tion commissioner, pulled 
off the balancing act bril- 
liantly last summer when 
he challenged the Boeing- 
McDonnell Douglas mega- 
merger and forced a partial 
retreat in Seattle and Wash- 
ington. Sir Leon Brittan has 
left an indelible mark dur- 
ing a near 10-vear career in 
Brussels, latterly as cru- 
sader for an open world 
trading system. 

Those commissioners who 
master a technical brief and 
build a pan-European coali- 
tion are invariably the ones 
who do best. Those who 
enjoy powers under the 
treaties are arguably better 
placed to promote the col- 
lective European interest. 
But others, such as Emma 
Bonino. the media darling 
in charge of humanitarian 
aid. can appeal to a collec- 
tive European conscience - 
especially when she drags 
the television cameras into 
Taleban territory in Afghan- 


istan or the refugee camps 
in the Great Lakes area in 
Africa. 

The trouble starts with 
commissioners who have 
too much time on their 
hands or too little power to 
achieve very much. Some 
spend their days travelling 
to faraway places where 
they act like colonial emis- 
saries from the 19th cen- 
tury. At least one works on 
his golf handicap. 

No one could accuse Mr 
de Silguy of lacking energy. 
By his own calculations, he 
made 60 trips outside Brus- 
sels last year, racking up 
120 speeches on European 
economic and monetary 
union. He works long hours 
in Brussels, drives his staff 
hard, and is a tireless cham- 
pion of the euro. 

Along with Mr Santer. he 
can claim the credit for the 
1995 green paper which set 
the framework for the intro- 
duction of the single cur- 
rency between 1999 and 
2002. But his hard-charging 
style has been less success- 
ful in building a role for the 
Commission in the post- 
Emu world, specifically in 
the search for a permanent 
place in the Group of Seven 
forum when the debate 
turns to monetary matters. 

Mr de Silguy has never 
made a secret that he sees 
his present post as a step- 
ping stone to greater things. 
He arrived in Brussels pro- 
claiming that his five-year 
term was part of a bigger 
plan. So whan a delegation 
of Bretons sought to per- 
suade him late last year 
that he should run in the 
regional elections, he 
jumped at the chance. 

It took a gentle warning 
from Mr Santer and some 
public threats from the 
European parliament to dis- 
suade him from launching a 
parallel political career in 
France. If he had only 
paused to reflect, he would 
have understood that his 
Brussels job is about more 
than being a mere bureau- 
crat. ft requires political 
skills, too. 


SoRmareWinnec 



McLaren is one of ttie wfoningest 
teams in Formula One history. 

Shea 1966, McLaren has won 
seven Constructor's World Qumpi- 
onstips, nine Drivef's World Champi- 
onshps and more than 100 Grands 
Prtic Not to mention three Intfanapo- 
fis 500 wns. the LeMans 24 hour 
endurance race and five consecutive 
Can-Am sports car titles. 



West McLaren Mercedes 

To wto consistently, you have 
to have the best. Rat's why we’ve 
teamed up with Computer Associ- 
ates,' says Ron Dermis, Managing 
Director tor McLaren international. 
■Processing our engine and race 
data efficiently and irteftgentty is 
emtiat and GA is helping us approach 
it in an entirely new manner.’ 

Older a technology partnership, 
the west Mctoren Mercedes Formula 
One Team and CA are developing an 
innovative new solution that gives the 
racing team's engineers the &lity 
to easfy assess and analyze the 
formula car's performance data. 

Bust around CA's Uricenter*- 
TNG", the program can monitor the 
telemetry data that the race car 
transmits to the pits while it's racing. 
Everything from iiiwtBe response to 
brake pressue to even ihe G-fotcas 
exerted on a driver. TNG then 
displays the data though it's award- 
winning 3-D. Real World Interface'. 

’I have a fawrite saying, that is. 
to come m second is to be the firs! 
ot the losers.’ says Ron Dennis. 

’At McLaren we're Interested only 
in winning and we associate cw- 
sehres only with winning companies. 

With Computer Assooates and 
McLaren, ws have hro wiring 
companies sharing a common goal 
and common partnership." 
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Software superior by design. 
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US government has given Emu 
an unequivocal welcome 


From Mr Michael Elliott 

Sir, It seems to have 
become an article of faith for 
your otherwise excellent col- 
umnists Lionel Barber and, 
now. Philip Stephens (“Intel- 
lectual guff". January 19), 
that US opinion is either 
ignorant of European eco- 
nomic and monetary union 
or opposed to it. They must 
visit a country other than 
the one r live in. 

For more than a year, the 
US government’s public pol- 
icy and private conviction 
has been to welcome Emu 
unequivocally. (Indeed, the 
deputy secretory of the trea- 
sury said so in your own 
pages.) Opinion-formers in 
Washington and New York 
have been intimately 
acquainted with develop- 
ments on Emu Since the 


Maastricht treaty; newspa- 
pers tike the New York 
Times and Wail Street Jour- 
nal (which, hag became an 
important champion of Emu) 
write about it regularly, as 
do the weekly magazines. 
The denizens of Wall Street 
are as likely to bare a dinner 
party with Emu talk as are 
those of the City, though - 
in my experience - with a 
better sense of the political 
realities. At last year’s. 

Davos World Economic 
Forum, I remember Ameri- 
can businessmen foregoing 
sessions with Newt Gingrich 
to catch the latest Emu 
news, and I End it bard to 
think that this year’s confer- 
ence will be any different 
Where Mr Stephens Is 
rig ht is in his implication 
that US policymakers are 


not much bothered by 
whether or not Emu will 
affect US "leadership” in the 
post-cold war world. That is 
partly. I think, because ’* 
many Americans would find 
it quite uskid to share the 

burden of having a reserve 
currency. But it is mainly 
because Americans - when 
they think about it ali - 
assume that their leadership 
has little to do with the sta- 
tus of the dollar, and every- 
thing to do with their tech- 
nological edge, entrepre- 
neurship. and unrivalled 
ability, to project military 
power. They’re right, too. 


Michael Elliott, 
editor, 

Newsweek International. 

251, W 57th St 

New York NY 10013, US 


EU helping banana producers adapt 


From Mr Philip Lowe. 

Sir. Your leader. “Banana 
fudge by Brussels" (January 
16). concerning the Euro- 
pean Commission's proposal 
to modify the European 
Union’s banana import 
regime, accuses the EU of 
having failed to assist the 
Caribbean banana producers 
in improving their effi- 
ciency. 

In fact since the existing 
banana import regime was 
introduced in 1993, the EU 
has allocated financial assis- 
tance to talling E cu220 m 
(£146m) to traditional Afri- 
can, Caribbean and Pacific 
(ACP) banana suppliers. 

Of this amount, more than 
Ecul50m has been made 
available to the Windward 
Islands (Dominica, Grenada, 
St Lucia, St Vincent), which 
are particularly dependent 
on bananas and where 
geographical and climatic 
conditions render competi- 


tive banana production diffi- 
cult 

This assistance is being 
directed into three main 
areas; restructuring of the 
industry to improve produc- 
tivity anil quality; economic 
diversification to promote 
alternative sources of 
income and employment; 
social and community devel- 
opment programmes 
through education and new 
sinTis development. 

The amendments to the 
hanana import regime now 
proposed by the Commission 
are intended to bring it into 
line with the EU’s commit- 
ments under the World 
Trade Organisation. At the 
same time, we must also 
respect our commitments to 
the ACP countries under the 
Lome Convention. 

The proposal to establish a 
special framework of techni- 
cal and financial assistance 
is intended to fulfil this com- 


mitment and proposes a fur- 
ther Ecu45m a year in aid 
over the next five years and 
a total of about Ecu370m 
over 10 years. 

Given the genuine, diffi- 
culty of implementing pro- 
grammes on the ground to 
absorb these amounts, it is 
misleading to describe, as 
you do, these various 
schemes for EU aid to the 
banana producing countries 
as “miserly". 

Rather, our proposals dem- 
onstrate that, as in the past, 
the EU win continue to sup- 
port ACP banana producers’ 
efforts to adapt to new mar- 
ket conditions. 


Philip Lowe, 
director-general, 
European Commission, 
Directorate-General VIH, 
Development, 

Roe de la Loi 200, 

B-1049 Brussels, 

Belgium 


R&D is now 
central to 


job creation 


From Mr Georges Baour. 

Sir, Your' article “TTae fifth 
element" (January. 15) on the - 
Elf's fifth R&D programme 
provides useful insights into 
its management and budget, 
which, by the way, roughly 
represents only 3 per cent of 
the R&D investments, pri- 
vate or public, made every 
year by the 25 countries of 
the European Union. Rather 
t h an concentrating on . 
inputs, however, 1 wish to 
underline two aspects of the 
quality of outcome^. 

First, the framework pro- 
grammes have powerfully 
catalysed the emergence of a 
truly borderless R&D com- 
munity. In particular, in the 
last 10 years, academics 
have rapidly grown to know 
their peers much better in 
other countries, drawing on 
Europe’s unique richness of 
diversity. The fact that Swit- 
zerland Is so keen to be part 
of this process is a testimony 
to this fact . 

Second, the fifth pro- 
gramme has been prepared 
in the context of the EU 
Commission's “Green book 
on innovation". Snch a 
dynamic powerfully rein- 
forces the message that R&D 
investments must be envis- 
aged as the central ingredi- 
ent for wealth- and job-cre- 
ation. It is vital that 
European taxpayers and 
members of the funded pro- 
jects fully realise this fur- 
ther shift away from capabil- 
ity-building towards . . 
technological Innovation for 
growth. 


Georges Haonr, 
professor of technology 
management, 

IMD-International Institute 
for Management Develop- 
ment, 

Lausanne, 

Switzerland 


Agriculture too important a ministry to be abolished 


From Mr J. G- Cousins. 

Sir, Your excellent leader 
“A safe plan for food" (Janu- 
ary 15) was completely spoilt 
by the preposterous sugges- 
tion In the final sentence 
that the remains of the Min- 
istry of Agriculture, Fish- 
eries and Food should be 
closed down. I am but on the 


fringe of agriculture - I pro- 
duce a small amount of wool 
and sheep meat and free 
range eggs (fowl, duck and 
goose) - and I would prefer 
to leave it to others better 
qualified than I to make the 
case for MAFF. May I just 
make three points: 

• The production of the 


nation’s food is too impor- 
tant to be left purely to mar- 
ket forces - a point ably 
made by David Richardson, 
your erstwhile agriculture 
correspondent; 

• No government in the 
western world, as far as I am 
aware, is devoid of a minis- 
try of agriculture; 


• I have received tremen- 
dous help and support from 
MAFF in my efforts to 
improve the environment on 
my few acres. 


J. G. Cousins, 
“Downlands”, 

Small Dole, Henfield. 

West Sussex HN5 9XH, UK 


Personal View - E. Wayne NaMger 


Root of human suffering 


Poverty and poor 
government are 
the main causes 
of humanitarian 
disasters 


Every month 
we read new 
stories of 
atrocities in 
^■countries 
■mataoMHi such as 
Afghanistan, Bosnia. 
Burundi, Congo and 



Rwanda. The perception that 
there are more such disas- 
ters than there used to be is 
correct. Since 1990, the num- 
ber of humanitarian emer- 
gencies - identified by 
deaths and refugees from 
internal conflict - has 
increased from 20-25 a year 
to about £5-70, The number 
of people affected has risen 
several fold to more than a 
million. 

These increases have not 
been affected by just one or 
two spectacular events, such 
as the wars in Bosnia or 
Rwanda. In 1997, when the 
violence of both those events 
had ebbed, thousands of 
people still died from war. 
genocide, hunger and dis- 
ease, and milli ons became 
refugees. The same, it seems 
almost certain, will be true 
in 1998. 

Is it possible to prevent 
this scourge? In the short 
term, refugee aid serves as 
bandaid. But, according to 
our research at the UN Uni- 
versity, in the longer run, 
there are cheaper strategies 
to reduce the risk of humani- 
tarian disasters. 

Our work, conducted by 42 
scholars, used an economet- 
ric analysis of 124 developing 
countries over the past 16 
years, combined wifi] case- 
study evidence from 15 coun- 
tries. The aim was to exam- 
ine the sources of humani- 
tarian emergencies. 

Many people believe that 
humanitarian disasters are 
ethnically determined, aris- 
ing from differences of lan- 
guage, race, tribe or national 
origin between disputants. 
These differences, it is 
thought, are so deeply rooted 


that they are not amenable 
to economic and political 
reform; violence cannot be 
avoided. That is too pessi- 
mistic a conclusion. 

Our research focuses on 
the contribution to humani- 
tarian crises of two factors: 
national income and the role 
of the government. Both pro- 
vide some reasons for mod- 
est optimism, or at least sub- 
jects for action. 

It is obvious that wealth 
makes a huge difference, if 
not to whether ethnic differ- 
ences exist, but to the extent 
of the problems they cause. 
Canada and Spain both con- 
tain minority language 
regions but. despite political 
conflicts, neither Quebec nor 
the Basque country have 
tipped into humanitarian 
disaster. Nor has Northern 
Ireland, despite a high level 
of violence. Wealthy coun- 
tries rarely experience 
humanitarian disaster. 

This connection between 
income and disaster- 
avoidance is not something 
that occurs only in indus- 
trial economies. Our 
research shows that among 
the 124 developing countries 
a doubling of income per 
person decreases the proba- 
bility of a humanitarian cri- 
sis by 13 per cent. Obviously, 
there are exceptions: Sri 
Lanka is a relatively pros- 
perous country blighted by 
civil war. The same is true of 
the former Yugoslavia. 

But. by and large, the con- 
nection bolds and the reason 


Often, the 


problem comes 

not from an 


aggressive 
government but 
from rival 


governing groups 
struggling for 
scarce resources 


seems to be that the poorest 
countries are blighted by 
macro-economic instability, 
rapid inflation and large 
income differentials. These 
produce feelings of relative 
deprivation and crises of 
unfulfilled expectations , 
which can be channelled 
into ethnic violence. This is 
particularly associated with 
countries which are not 
merely poor but which have 
experienced protracted eco- 
nomic decline (especially of 
food output). More than half 
the countries experiencing 
emergencies in the 1990s had 
a decline in average incomes 
in the 1980s. All these pro- 
vide further reasons for 
seeking economic growth 
and stability. 

The second lesson from 
our research concerns the 
government. Humanitarian 
emergencies are caused 
mostly by the actions of the 
state and only rarely by 
insurgents. This was true in 
Rwanda, where the then gov- 
ernment organised, and used 
the media to publicise, geno- 
cide. It was also the case in 
the former Yugoslavia. Gov- 
ernments tend to act in this 
way when the economy is 
declining. This reduces the 
number of their allies, 
undermining their power 
and increasing the probabil- 
ity of political Instability. To 
forestall such threats, ruling 
elites often use political vio- 
lence to steal an even larger 
share of the population's 
Income. A particularly clear 
example was Sudan in the 
1980s, when tile government 
directed violence against the 
politically disobedient Dinka 
and Nuer tribes. 

Often, the problem comes 
not from an aggressive gov- 
ernment but from the strug- 
gle between rival governing 
groups for scarce resources, 
such as education or reve- 
nue allocation. Examples 
include the struggle. for oil 
revenues and employment in 
government In Nigeria in the 
1960s, and the conflict 
between Hutu and Tutsi for. 
the control of the state and 
access to employment in 
Burundi and Rwanda. 

These two factors - pov- 


erty and governmental 
action - explain why Africa 
has suffered more than its 
share of humanitarian disas- 
ters since 1980. African polit- 
ical leaders faced increasing 
pressure from declining 
income. External pressure 
by the World Bank. Interna- 
tional Monetary Fund and 
western donors to cut the 
size, of the state in order to 
encourage economic stability 
In practice triggered 
Increased competition for 
governmental resources and 
ended up contributing to 
greater instability. 

An analysis of the root 
causes of humanitarian cri- 
ses indicates that the mecha- 
nisms for preventing them 
are primarily- macro- 
economic. . Prevention 
requires greater interna- 
tional support for income 
stabilisation and adjustment 
planned by the developing 
countries themselves, a 
reduction in trade barriers 
against Africa and Asia, 
compensatory financing to 
cushion external economic 
shocks, and rescheduling 
and writing down the debt of 
poor countries. It would, also 
help to reduce the interna- 
tional trade in arms, which 
are used by governments to 
kill their rivals. 

For their part, low- 
income countries need to 
provide safety nets for the 
poor, and universal basic 
education, emphasise agri- 
cultural development, and 
improve the capacity of the 
state to collect taxes and 
provide services. All these 
things are worth doing for 
other reasons. But reducing 
humanitarian emergencies 
would be "a great side bene- 
fit. Unless it is done, the 
world wUl continue tospend 
vast sums on food aid^peace* 
keeping and diplomacy to 

cope- with . humanitarian 
emergencies. ... . 


The author - is a senior 
research fellow and co- 
director of . research \ fin 
humanitarian ehiergencies at 
the UN University's World 
Institute for Development 
Economics Research T 3 ®* 
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Euro -voice 
in finance 


When -US Treasury officials 
journey around Asia, their 
stay-at-home European counter- 
parts become jealous. US policy- 
makers respond by complaining 
that Europe’s failure to speak 
with one voice makes closer 
co-operation infeasible. An obvi- 
ous question Is whether the 
euro will make much of a differ- 
ence. The answer is that it 
could - but will not do so auto- 
matically. 

The Asian crisis has once 
again demonstrated the central 
roles played by the US. as 
leader, and the International 
Monetary* Fund, as chief agent, 
with others reduced to paying 
the cheques. US leadership is 
usually essential and often sen- 
sible. but its dominance creates 
understandable frustration. 

The opportunity for Europe to 
play a bigger role would appear 
to be given by economic and 
monetary union. Members of 
the euro area will be repre- 
sented by a single European 
Central Bank. Thus, in global 
monetary affairs it may soon be 
possible to talk of a group of 
three, with all other central 
banks being marginal players. 

The difficulty lies where 
national finance- minis ters con- 
tinue to hold sway. Here there 
are two broad categories of 
issues: those closely related to 
(he euro, such as the exchange 
rate, and those where policy 
will remain largely national, 
such as taxation. 

Common policies will have to 
be negotiated among the mem- 


bers of the euro-zone. Then 
someone representing the new 
committee of euro finance min- 
isters should present it. That 
spokesman need not be - proba- 
bly should not be - a represen- 
tative of the European Union's 
six-month presidency. 

Where policy is subject to 
national responsibility, it will 
still be necessary for countries 
whose policies have consider- 
able international impact to par- 
ticipate individually in global 
discussions. Over time, how- 
ever. it may be possible to agree 
these policies, too. In that case 
it will, once again, be possible 
for a single representative of the 
euro finance ministers to pres- 
ent them. 

Yet this shift towards collec- 
tive representation need not 
make the process of global co- 
ordination much simpler. It 
should be simpler where the i 
central bank alone is concerned. | 
since it is a single body. But it • 
will not be in virtually every . 
other policy area, since Euro- 
peans will be increasingly com- 
mitted to a two-stage negotia- 
tion. first among themselves 
and then with counterparts 
abroad. To become more effec- 
tive. Europeans will have to 
streamline internal discussions. 

Yet the aim must be not just 
to give Europe a louder voice in 
the world, but one worth listen- 
ing to. The creation of the euro 
will not of itself give Europeans 
a wiser perspective on the 
world. But it should give them 
an incentive to develop one. 


After Castro 


The visit that begins today of 
Pope John Paul n to Fidel Cas- 
tro's Cuba brings together two 
of the great icons of the late 
20th century. Yet the meeting of 
the two septuagenarians offers 
more than symbolism; it is an 
important opportunity to create 
a bridge to Cuba's future. 

That future will, sooner or 
later, be one without Fidel Cas- 
tro. Yet nobody has any idea 
what sort of future it will be. In 
the worst case, the island will 
be riven by violent struggle. It 
is in Cuba's interest and that of 
its neighbours - including the 
US - that this does not happen. 

It is also In Mr Castro's inter- 
est, for he must want to pre- 
serve the gains of his revolu- 
tion. These - for example, in 
healthcare and in education - 
have come at a heavy cost in 
personal liberty, and they are 
tainted by the economic priva- 
tion of the past eight years. But 
they are gains all the same. 

Pew men have the moral and 
intellect ha I stature to engage 
Mr Castro about what happens 
when he goes. Perhaps the frail 
pontiff - no friend of unbridled 
capitalism in spite of his antipa- 
thy to c ommunism - Is the only 
person who can, and in the pro- 
cess begin mediation with the 
US. • 

Hie opportunity for accommo- 
dation -with Washington may 
have grown with the death late 
last year of the powerful leader 
of the hardline US exile opposi- 


tion to Cuba, Jorge Mas Canosa. 
This leaves scope for a gesture 
towards Cuba by President Bill 
Clinton. He bas freedom to act 
in any case because he faces no 
further elections. A more 
mature debate than has yet 
been possible in the US about 
American interests In Cuba can 
thus begin. 

There have been some modest 
Signs of willingness In Washing- 
ton to ease the US embargo on 
Cuba for medical supplies, for 
example. This would help many 
ordinary Cubans who have suf- 
fered most from the deep eco- 
nomic recession caused by the 
collapse of the Soviet Union, 
Cuba’s financial sponsor for 30 
years. 

Cuba's economy has revived 
somewhat since the trough of 
1993-94, but not by much. Mr 
Castro is dreaming if he 
believes that conditions are in 
place for any significant 
improvement in the island's 
economic fortunes. 

A process of engagement 
between the US and Cuba would 
be unlikely to yield rapid 
results and would require a gen- 
uine desire on both sides to find 
a solution. Mr Castro may pre- 
fer to ignore the question of 
what happens after he goes - 
and enjoy the cheap but transi- 
tory propaganda benefits that 
the Pope's visit will generate. 
But if he does, he may miss an 
unrepeatable chance to give his 
revolution a future. 


Africa’s debt 


The world's richest - nations' 
meet today to. discuss the for- 
tunes of one of the poorest. For 
the fourth time in as many 
months, members of the Paris 
<3Uib- : of bilateral creditors will 
be trying to reach agreement on 
the level of debt relief they are 
prepared to offer Mozambique. 

Compared to the $40bn-plus 
bail-out; of Indonesia they are 
helping to underwrite. the extra 
$350m they must -find to bring 
this impoverished country’s' 
debt within its capacity to ser- 
vice Is modesf in the extreme. 
Having swallowed _a camel, the 
Club is now str aining at a gnat. 

Yet the outcome of the Paris 
meeting .is not only critical for 
.Mozambique, struggling to 
recover from a 16-year civil war 
in which more than- im people 
fifed. At stake . is the Joint World 
Bank-IMF initiative launched in 
September 1996 to reduce the 
debt -of highly indebted poor 
countries- '7 . most of them in 
Africa 7 to a manageable level 
• Implementtan of the pEm to 
relieve . Mozambique's $5.6bn_ 
debt has been held up by dis- 
agreement in the Paris Club mi 
whafproportion of their lending 
to the country should be eligible 
for relief. The Hank and Fund 
maintain that;it must be 90 per 
<wrt if Mozambique’s debt servi- 
dtog-is to be sustainable. That 
view is shared by Britain and 
the US. But Japan and Germany 
ato understood to be Insisting 

a celiing of 80 per cent 


- Paris Club members are owed 
the most, so their decision is 
critical to a deal because a con- 
dition of the initiative is that 
the burden must be shared pro- 
portionally among all creditors. 
' While it would be the first time 
the chib had offered relief for 
more than 80 per cent, it would 
be setting -a precedent that few 
other countries could follow 
because Mozambique is both 
uniquely disadvantaged and 
unusually deserving. 

It is suffering the conse- 
quences of a civil war that left 
its economy devastated and its 
infrastructure in ruins. Of a 
population of 18m, about 10m 
have no access to dean water, 
and about 190,000 children die 
each year before the age of five. 
And it bas held multi-party elec- 
tions following a peace agree- 
ment in 1992, coupled with 
reforms to deregulate the once* 
socialist economy, putting the 
country on the path to recovery. 

But Mozambique is burdened 
by an external debt nine limes 
the size of its annual exports. 
The amount it spends on servic- 
ing that debt is four times what 
it spends on health. This is not 
only unsustainable. It is morally 
unacceptable. Yesterday the 
Archbishop of Canterbury urged 
Africa's creditors to mark the 
mffienmmn “by. relieving her of 
the burden of unpayable debt". 
Mozambique is . the right place 
to demonstrate the “moral cour- 
age" he is calling for. 


Italy’s picture of health 

James Blitz looks at the extraordinary transformation of the 
country’s prospects of joining Europe’s single currency 


P inch yourself. It now- 
looks a pretty safe bet 
that Italy will be n 
founder member of 
Europe's economic 
and monetary union at the start 
of next year. That is the likely 
upshot of Monday's meeting of 
European Union finance minis- 
ters. Only 20 mouths ago. when 
the centre-left government of 
Romano Prodi came to power, the 
prospect or Italy being in the first 
wave was considered unthinkable 
by its partners. The turnabout is 
startling. 

Until recently. Italy had a stack 
of problems that towered above 
those of any other European 
Union state. The lira bad been 
expelled from Europe's exchange 
rate mechanism in 1992. The bud- 
get deficit - almost 7 per cent of 
gross domestic product in 1996 - 
looked out or control. There were 
massive demonstrations against 
the government's main public-fi- 
nance policy, pensions reform. 
The government or former prime 
minister. Silvio Berlusconi, was 
mired in scandal and Italy's 
attempts to clean up its corrupt 
ruling class looked, to put it 
politely, disappointing. 

Yet in the period Mr Prodi has 
been in office. Italy has trans- 
formed Itself. It has not overcome 
all its problems or course (nota- 
bly corruption^ Nor are Its 
improvements necessarily perma- 
nent. But from being a rank out- 
sider in the Emu stakes, the 
Prodi administration is turning 
Italy into a country whose entry 
into a single currency is now 
regarded as a racing certainty. 
How did it do this? 

Part of the explanation comes 
from events outside Italy's bor- 
ders. The determi nation of Lionel 
Jospin's government in France to 
have a softer euro has strength- 
ened the case for Italian member- 
ship. The French government Is 
clearly keen to have an Italian 
counterweight to Germany 
within the newly created Euro- 
pean Central Bank. There is the 
suspicion, too, that France may 
fear the consequences of leaving 
Italy out of the euro, allowing the 
Italians to wield the weapon of 
devaluation to boost exports at 
its neighbours' expense. All that 
is accepted even inside the Ital- 
ian political establishment. 

But France’s determination - 
now endorsed by the German 
government - to allow Italy in 
would have come to naught if Mr 
Prodi and his allies had not 
achieved a remarkable turn- 
around in the public finances. At 
the end of 1996, the budget deficit 
was 6.7 per cent of GDP, easily 
the largest among the big coun- 
tries or the EU and mare than 
twice as much as the Maastricht 
criterion. The figure for 1997 is 
expected to have dropped to 
below 3 per cent, meeting the 
Emu target. 

Annualised I talian inflation in 
1997 was 1.7 per cent, less than 
half the previous year and at a 
30-year low. Mr Prodi himself, 
after nearly losing office last 
October when the rump of the 
Communist party stopped sup- 
porting his coalition, has since 
shown a sure political touch. 

None of this has entirely 
crushed the concerns of some 
politicians and central bankers 
across Europe about Italy's fit- 
ness for Emu. Concern centres 
above all on Italy's public debt 
which, at 122 per cent of GDP. is 
more than twice the Maastricht 
criterion and is. in value terms, 
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easily the largest in the euro 
area. Gerrit Zalm, the Dutch 
finance minister, recently hinted 
he might resign if Italy made it 
into the single currency. A Bund- 
esbank council member. Klaus - 
Dieter Kuehbacher. said last 
week that Italy would have to be 
“more critically assessed" than 
other EU states in its Emu bid 
because of its debt. Comments 
like these will echo in central 
banks and government depart- 
ments across Europe between 
now and May, when the final 
decision is taken on which states 
qualify for Emu. 

But the fundamental lesson of 
the past few days Is that none of 
this sniping over Italy's finances 
has breached the Franco-German 
political consensus that the lira 
must be in the first wave. Mon- 
day's meeting of EU finance min- 
isters was a last chance for the 
Dutch to raise formal concerns 
about Italy and Emu but Mr Zalm 
remained silent. Meanwhile, 
Chancellor Kohl’s visit to Mr 
Prodi last night was being hailed, 
in Rome at least, as signalling a 
warming of the relationship 
between the two men in the final 
stage of Italy's Emu bid. The 
leader of the country most associ- 
ated with scepticism about Italy’s 
readiness now seems to be seeing 
for himself how the worries are 
being overcome. 

Yet it is one thing for Italy to 
get into Emu. quite another for it 
to stay there. So, with Monday's 
meeting over, the focus of atten- 
tion is beginning to move away 
from what the Italians have 
achieved over the past two years 
to what they need to do aver the 
next 10. There are two big con- 
cerns: bow quickly can Italy 
reduce the level of overall debt so 
it poses no further problem to the 
public finances? And how quickly 
can the Prodi government reform 
Italy’s inefficient private sector 


and rigid labour market to 
ensure the country does resists 
external economic shocks in the 
more competitive euro area? 

The size of the public debt is 
the more immediate worry. When 
it joins Emu. Italian interest 
rates will fall (towards German 
rates), which will cut annual debt 
repayments. But the fear is that, 
unless the debt comes down 
quickly. Italy will later be 
exposed to sudden rises in 
short-term interest rates that 
increase debt repayments and 
make it hard to keep the annual 
budget within the terms of the 
EU stability pact on economic 
policy after Emu. According to 
HSBC Markets in London, Italy's 
cost of debt servicing would, on 
average, move up by 0.6 per cent 
of GDP for every half a percent- 
age point rise in short-term rates. 

Moreover, a speedy reduction 
in the public debt is essential 
because Italy will face increased 
pensions liabilities in the second 
decade of the next century when 
the “baby boom” generation 
starts to retire. According to Ital- 
ian treasury figures, the reforms 
introduced thus far will contain 
pensions spending at or below 
14.5 per cent of GDP - double the 
EU average - until 2007. But that 
figure is set to rise to 15.8 per 
cent after that 

To counter these concerns, 
Carlo Azeglio Ciampi. Italy’s trea- 
sury minister, last week pub- 
lished a plan that, it claims, 
could halve the debt ratio to 60 
per cent of GDP in 200&. The 
assumptions are certainly ambi- 
tious: to do this, Italy would need 
growth in nominal GDP of 4.5 per 
cent a year and a primary budget 
surplus (excluding interest repay- 
ments) of 5.5 per cent. 

Dr Klaus Friedrich, chief econ- 
omist at Dresdner bank, believes 
these figures are so tough that 
they are "frightening". In his 


view, maintainin g a primary sur- 
plus at this level over 12 years 
would imply there could be little 
easing of the high tax burden on 
Italian families over the next 
decade and little room for public 
spending increases. 

The Italians claim it is not as 
bad as this and that they have 
some room for manoeuvre. Fran- 
cesco Giavazzi. a former deputy 
director general of the treasury’, 
argues that the government 
could speed up Italy's privatisa- 
tion programme, using the pro- 
ceeds to reduce the debt stock. If 
this is to happen, he says, it is 
critical that Mr Ciampi announce 
plans to press ahead as fast as 
possible with the sale of the rest 
of Eni (the state-controlled oil 
and gas conglomerate) and Enel 
(the state electricity company). 

Prof Giavazzi also believes the 
government must start slimming 
down the central government 
machine, one which has, for 
example, 27.000 employees at the 
treasury and 10.000 working at 
the Italian state's job placement 
office. The problem with all these 
reforms, however, is that they 
require broad agreement from 
Italy's far-left coalition partners 
and the country’s powerful trade 
unions. 


T he second big 
long-term concern for 
Italy will be whether 
the inefficient bits of 
the private sector can 
improve enough to compete in 
the newly competitive single cur- 
rency area. The Tear is that ineffi- 
ciency and overmanning in some 
sectors - particularly banking, 
finance and parts of industry - is 
so bad that it could result in 
short-term shocks that increase 
unemployment sharply- There 
are fears, too, about the rigidity 
of Italy’s labour market, with 
high and stagnant unemploy- 
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Industrial 

chemistry 

■ ' Plenty of head-scratching 
among drugs industry boffins 

- about the mooted merger of - 
SmithKline Beecham and ; . 
American Home Products. But 
• whatever the industrial logic, 

the deal looks like an almost 
. perfect fit in the boardropm; 

Jack Stafford has been : : 
running AHP for more than a 1 
decade. But the tough lawyer- - 
lost his heir-apparent last • 
summer when Fred Hassan 
upped sticks to run Pharmacia & 
Upjohn. At 60, and following a 
recent bout of serious illness, ... 
Stafford might like to cap his 
career with a mega-merger 
before making a graceful exh- 
... ' Hyperactive SB boss Jan ' 
Leschley may also feel it's time 
for a change. It’s three years 

since the former tennis champ 

served up his last set of deals: 
he’s only 55, but industry 
insiders don’t expect him to 
remain chief executive into his 
dotage. A post -merger reshuffle 

- with Lesdiley moving up to, 
say, cochairman - would 
probably suit (be SB camp. All 
the more so if the energetic JP 
Gamier, impatient with playing 
second fiddle to Leschley, could 
slip into the top executive slot 

Of course, talks might founder 
on trifling disagreements over 
the odd billion dollars. But in an 


industry full of volatile types, 
wouldn't it be nice to see a deal 
where the chemistry is right? 


Mart times 

■ Observer hears that Chicago's 
enormous art deco Merchandise 
Mart a linchpin of the Kennedy 
family’s commercial empire 
since the 1940s, is for sale. 

So has the Kennedy clan hit 
hard times? There have been 
signs of strain recently - the 
authoritative Grain’s Chicago 
B usiness say s family companies 
borrowed $35m against one 
Chicago property last August 
and in 1996 added $30m to a 
$l90m mortgage on the Mart 

Many family members have - 
foDowed relatively modestly paid 
political careers while 
maintaining millionaire 
lifestyles, and re-elections - like 
Senator Ted Kennedy’s 
campaign a few years ago in his 
home state of Massachusetts - 
are expensive. Divorces and 
mai ntenan ce settlements can't 
have helped, so the current 
strength of the Chicago property 
market seems a golden 
opportunity to generate some 
cash. The Mart is expected to 
fetch about $400m. 


No change 

■ Brussels yesterday celebrated 
- if that’s the word - 40 years of 


European competition policy 
with a lunch for its founding 
fathers. Hans von der Groeben, 
the first competition 
commissioner, and Pieter 
VerLoren van Themaat. the first 
director-general. 

- Van Themaat said he could 
never get Belgian ministers to 
toe the line. "That is still the 
case today," sighed former 
Belgian, minister Karel Van 
Miert who. as the current 
competition commissioner, leads 
the continuing struggle to sell 
the virtues of competition to his 
reluctant native land. 


Zigzag path 

■ Indonesia's President Suharto 
seems to have his aye on science 
and technology minister 

Bakharuddin Yusuf Habibie as 
his presidential running mate. 
Habibie, a Suharto protege since 
childhood, is the best fit for 
yesterday's presidential wish-list 
of being “loyal, with a 
knowledge of science and 
technology and able to perform 
in international forums". 

If the 6l-year-old 
German-educated engineer gets 
the second-top job, he might test 
out the “zigzag theory" he came 
up with last year to solve the 
country's persistently high 
interest rates. The idea was that 
rates should be slashed, pushed 
up again to fend off overheating, 
then slashed again: the cuts 


would be deeper than the 
increases, giving a somewhat 
jagged downward trend. 

With the rupiah on the floor, 
some original thinking is 
certainly called for, though the 
zigzag sounds a little too 
eccentric: judging by their 
reaction yesterday, the markets 
certainly think so. 


Flower power 

■ Bonn technology minister 
JOrgen ROttgers bad to admit 
yesterday that Germany has 
some way to go before boffins 
can turn it into Europe's leading 
biotechnology centre. 

Apparently the internationally 
renowned Max -Planck research 
institute recently wanted to 
move a genetically altered 
petunia from Cologne to an 
exhibition in the nearby town of 
Wesseltng. To help the 
authorities protect the public, 
researchers had to complete a 
mountain of paperwork, 
including a precise description 
of the route, and nominate a 
"biological security officer" to 
ensure that the plant stayed 
under a glass dome. 

Much of the case of the lonely 
little petunia in its onion-shaped 
dome had its origins in 
European Union rules which the 
Bonn government wants to 
change. But there are plenty of 
home-grown restrictions waiting 
to be pruned. 


ment in the south and large num- 
bers of companies unable to fill 
job vacancies in the north. 

The Prodi government shows 
every intention of wanting to 
tackle this issue but is coming up 
against the power of Italian 
unions. The government has for 
months been trying to get an 
agreement between industry and 
the unions to cut the number of 
workers in the banking sector by 
some 40,000. No deal has yet been 
reached. Similar attempts are 
being made to cut jobs in the 
state railway service - currently 
losing some LlOOObn a year - 
again without success. Mr Prodi 
recently announced a deregu- 
lation of Italy’s rule-ridden retail 
sector. Here, too, he is facing 
resistance. 

“It is ‘m the area of competi- 
tiveness." says Professor Gia- 
vazzi, "that Italy runs the real 
risk in the long term. The coun- 
try will be accepted into Emu by 
its European partners who view 
Italy as a big market into which 
they can sell their goods and ser- 
vices. But there could be a 
short-term adjustment in terms 
of job losses which Italians are 
not expecting, and the Italian 
public may find, to their surprise, 
that the people running their 
banks are located in other parts 
or Europe.” 

Professor Giavazzi does not 
think Italy will lose out from 
joining Emu. Italy has always 
benefited from having an exter- 
nal constraint Once it was anti- 
communism and Nato. Now it is 
the Franco-German goal of mone- 
tary union. But what Italians 
may not yet have realised is that 
the wrenching transformation 
needed to get the country into 
Emu will pale into insignificance 
compared with the transforma- 
tion that will be required to keep 
it there. 


lOO years ago 

A Respectable British Island 
Very few people, unless they 
are connected with the 
Foreign or Colonial Offices, 
know much about Rodrigues, 
or care very much either. For 
the information of the 
majority, we may inform 
them that it is not the name 
of a Spanish brigand, but of a 
respectable British island, 
connected with our 
Dependency, the Mauritius. It 
is eighteen miles long and six 
miles broad, and Mr. Colin, 
our Resident Magistrate, has 
written a book about it It 
takes some time to bring the 
voluminous statistics of 
Rodrigues into order, so it is 
not surprising that the figures 
given do not cover a more 
recent period than 1886. From 
an inspection of these we 
gather that crime diminished, 
although more persons were 
convicted.. 

American Railroads 
It is a promising sign of the 
times that during 1897 only 
eighteen American railroads 
went into the hands of 
Receivers, and of those only 
three were lines of any 
importance, or of which 
anything is ever heard over 
here. The list of Receiverships 
is a sort of barometer, going 
up or down according to the 
commercial condition of the 
country. Thus in 1876 there 
were 42, and then the number 
fell away each year until in 
1881 there were only five. 
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UK to review offshore 
islands’ finance systems 


Ely Clay Harris and 
Jimmy Bums 


The UK government yesterday 
surprised the offshore centres 
of Guernsey, Jersey and the 
Isle of Man by launching a 
wide-ranging review of their 
financial systems. 

The review will look at the 
islands' laws, systems and 
practices for financial services 
regulation and company regis- 
tration and the way they deter, 
investigate and punish finan- 
cial crimes, including money- 
laundering. 

Jack Straw, home secretary, 
said it was vital to UK finan- 
cial services that the islands' 
systems were seen to be 
policed effectively since “any 
regulatory deficiencies could 
be seen - however inaccu- 
rately - as reflecting poorly on 
the standard of regulation in 
the UK itself. 

The exercise is to be under- 
taken in concert with the 
islands' own authorities. It got 
off to a rocky start because it 
was launched without warn- 


ing, a move condemned by Jer- 
sey's “chancellor”. Frank Mor- 
gan, president of the finance 
and economics committee of 
the States of Jersey, said: “We 
have long-standing consulta- 
tion channels and we are at a 
loss to see why they have not 
been followed." 

Laurie Morgan, his Guern- 
sey counterpart, said the 
island’s authorities had 
learned of the review when 
they were sent a copy of the 
Home Office press release yes- 
terday morning. 

The islands said they bad no 
objection in principle to a 
review but would ensure that 
terms of reference were accept- 
able before responding. 

The six-month review, which 
will be led by Andrew 
Edwards, a former senior Trea- 
sury official, could put politi- 
cal strains on the semi-de- 
tached constitutional status of 
the self-governing Crown 
Dependencies. 

The UK has ultimate power 
to force changes, but this pos- 
sibility was played down by 


Lord Williams of Mostyn, 
home office minister. “This is 
not an intervention,” he said. 

Lord Williams said the 
review would not cover the 
use by UK residents of the 
islands' beneficial tax regimes. 

ft also does not apply to the 
UK’s is dependent territories, 
some of which have featured 
in recent investigations into 
Illegal capital transfers and 
money-laundering. 

According to Foreign Office 
officials, however, steps to 
1 ti ghten up on their operations 
have been taken in the after- 
math of the collapse of Bank of 
Credit and Commerce Interna- 
tional 

The Foreign Office said last 
night that farther regulations 
were being considered as part 
of an overall review of the 
UK's constitutional relation- 
ship with its dependent territo- 
ries which was announced In 
August. 

An initial report is expected 
to be delivered to dependent 
territory officials at a confer- 
ence early next month. 


Recording 
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for battle 
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By Alice Rawsthom 


Sea cargo 
rates fall by 
average 20% 


Defiant Suharto to 
seek seventh term 


Continued from Page 1 


By Sander Thoenes in Jakarta 


made it expensive to import 
goods. 

However. Paul Dowell at 
shipbrokers Howe Robinson 
expects volumes to pick up 
afterwards as Asian manufac- 
turers seek to increase exports. 
This should lead to an Increase 
in the demand for imported 
raw materials. 

Shipowners are feeling the 
pinch because the crisis has 
hit a market that was already 
weakening. 

Encouraged by the buoyant 
mid-1990s, shipowners invested 
heavily in building new ships, 
many of which are now arriv- 
ing on the market at the worst 
possible time. 

The container shipping fleet, 
for instance, is expected to 
increase by around 12 per cent 
in tonnage terms this year. In 
1997. it grew by 16 per cent 
The dry bulk cargo fleet is 
expected to increase by 6 per 
cent in the next six months 
alone. 

New construction was predi- 
cated on the belief that a medi- 
um-term growth rate of 7-10 
per cent for the container mar- 
ket would be maintained. 

Last year, when this was 
actually achieved, charter 
rates still fell by more than 10 
per cent as overcapacity bit 
into margins. Most analysts 
accept that this year is going 
to be far worse. 

“There is a chronic oversup- 
ply of shipping at the 
moment.” says Mr Dowell. 
“Combine that with a real 
reduction in the number of 
cargoes going to the Far East 
and that creates a real head- 
ache for shipowners." 


President Suharto of Indonesia 
yesterday confirmed he would 
run for president in March, 
defying calls for his resigna- 
tion amid a steadily worsening 
economy. 

Golkar, the party that domi- 
nates parliament, also gave a 
Strong hint that Bfllcharudriin 
Yusuf Habibie, minister of sci- 
ence and technology, would be 
a front-runner for the vice- 
presidency. 

Rumours that Mr Habibie, 
61, was the president's first 
choice helped send the rupiah 
Into a tailspin on Monday. 
"Everybody Is afraid that 
Suharto will not complete the 
next five years. That means 
Habibie would step into the 
presidency,*’ one political ana- 
lyst said. “That’s what worries 
tiie market. Spend, spend, 
spend is his policy.” 

Much attention has focused 
on the vice-presidency, partic- 
ularly since the president dis- 
appeared from the public eye 
for 12 days in December. He is 
believed to have had a mild 
stroke but aides have insisted 
he was merely tired. In recent 
appearances, Mr Suharto has 
surprised Observers by looking 
fit and energetic. 

The local currency, the 
rupiah, fell from Rp9,575 to 
RplO.575 to the US dollar yes- 
terday before the announce- 
ment that Mr Suharto was 
seeking a seventh term in 
office. In late European trad- 
ing, the rupiah was at 10,000 to 
the dollar. 

The International Monetary 
Fund stepped in with a rescue 
package last week, in an 
attempt to restore confidence 


Indonesian rupiah 


Against the dollar jRp par $) 

7,000 ’ - — 
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In the rupiah and put back on 
track international efforts to 
control the Asian economic 
crisis. But there was no sign in 
the markets yesterday that Mr 
Suharto's decision had boosted 
faith in Indonesia's ability to 
pay $140bn in debts and revive 
Its economy. 

Harmoko, Golkar’s chair- 
man, said yesterday. "Suharto 
accepts the responsibility and 
Is willing to be nominated as 
president" Following a meet- 
ing with the president, the 
chief of the armed forces and 
the minister of interior affairs, 
he quoted Mr Suharto as say- 
ing: “The majority of the 
people want me to continue for 
the next five years." 

Mr Suharto, 76. had been 
widely expected to seek a sev- 
enth term, but the sharp down- 
turn in the indoncsiai'i econ- 
omy has sparked protests 
against his rule and calls by 
prominent opposition leaders 
for his resignation. 


Observer, Page 17 Discord over royalties. Page 8 
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Europe today 




Much of Scandinavia wfll start dry 
and very cold, but snow wiR move 
into Norway and southern Finland 
later. The Balkan states and eastern 
Europe will have snow, but the 
south-east wlU have some heavy 
rain. The eastern Mediterranean will 
be showery with some heavy 
downpours and scatt e red 
thunderstorms. The central 
Mediterranean wiR have some 
thundery showers in between spells 
of sunshine, but the west will have 
plenty of sunshine. The north-west 
wtH become cloudier, with the threat 
of rain, but most of France wiH stay 
fine. 


.. . ' 






Rwwlay forecast 

North-eastern Europe will stay cold 
with more snow, and the south-east 
will also become colder with wintry 
showers. The south-east and the 
eastern Mediterranean will stay 
unsettled with further heavy 
showers. The central Mediterranean 
wiH have some scattered showers 
while western Europe will become 
bright and chilly after some rain. 

TODAY’S TEMPERATURES 




Situation at midday. Temperatums maximum for dsy. Forecasts by PA WsethefCtmtn! 


Abu Dhabi 

Accra 

Algiers 

Amsterdam 

Albans 

Atlanta 

B. Aires 

B-ham 

Bangkok 

Bareotona 


Maximum 
CeWus 
Sun 22 
Sun 32 
Shower IS 
Sun 3 
Showsr 15 
Cloudy 12 
Thunder 25 
Cloudy 8 
F«lr 34 
Sun 15 


Beffaet 

Belgrade 

Baffin 

Bermuda 

Bogota 

Bombay 

Brussels 

Budapest 

C-hagan 

Cairo 

Caracas 


Sun -1 
Rah 10 
Rain 5 
Gleet 2 
Shower 19 
Cloudy 21 
Sun 29 
Sun 4 
Shower 8 
FtSr 0 
Sun 23 
Fair 29 


Cardiff 

CtMbfiUK* 

Chicago 


Dakar 

Dallas 

Delhi 

Dubai 

Dublin 

Dubrovnik 

Ednburgh 

Faro 


Ram a 
Fair 19 
SfeM -1 
Fafr 3 
Fair 28 
Fair 14 

Sun 20 

Fair 22 
Rain 10 
Shower f2 
Ram e 
Sun 19 


Frankfurt 

Geneva 

Gibraltar 


Hamburg 
Helsinki 
Hong Kong 
HoraUu 

hUnnhiJ 

Jakarta 

Jersey 


Steal 2 
Snow 2 
Fair 18 
Rain 10 
Ft* 2 
Snow -3 


Cloudy 15 
Fair 28 


Shower 14 
Thunder 31 
Qrzd B 


Johann esburgShower 25 


Madrid 

Majorca 

MaKa 

Manchester 
Manila 
Melbourne 
Mexico ctry 
Warn! 

Mien 

Montreal 

Moscow 

Munich 


Fair 14 
Fair 14 
Thunder 14 
Ram B 
Fair 29 
Fair 28 
Rdr 20 
Cloudy 26 
■Fair 11 
Cloudy -2 
Cloudy -5 

Snow -2 


Rangoon 

Reykjavik 

So 

Romo 

S. Freco 

Seoul 

Singapore 

Stockholm 

Strasbourg 

Sydney 

Tangier 

TalAvtv 


No other airline flies to more cities in 
Eastern Europe. 


Lufthansa 


Fair 30 
Snow 2 
Ft* 27 
Shower 12 
Rain 12: 
■ Fair -2 
Thwdflr 32 
Fair-1 
Fair 3 
Shower 28 
Fair 19 
Fair 21 
Cloudy 9 
Cloudy -1 
Ram 7 
Fair 9 
Ram 5 
Steel 2 
Fafr 7 
Shower 18 
Cloudy- II 
Snow 0 
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Record companies are bracing 
themselves for fresh battles 
with their artists about the 
sharing of revenues from 
music sold and distributed 
digitally across the internet, 
or high-speed telecommunica- 
tions systems. . 

So-called online sales, 
whereby music is downloaded 
Into consumers’ computers as 
a digital «igw»i T are expected 
to increase rapidly during the 
next few years. Until now, 
such transactions have been 
limited to small pilot projects. 

Multinational music groups, 
including PolyGram of the 
Netherlands and Germany’s 
Bertelsmann, are finalising 
plans to launch more ambi- 
tions schemes, and have recog- 
nised that they will have to 
renegotiate their artists’ con- 
tracts to agree terms of pay- 
ment. 

“What is dear is that record 
companies hold the rights for 
digital distribution, but we 
haven’t worked out how to 
share that revenue with our 
artists," said Strauss Zelnick, 
president of BMG (North 
America), the Bertelsmann- 
owned record label behind 
Puff Daddy , Elvis Presley and 
Toni Braxton. 

The last recording con- 
tracts were renegotiated on 
such a wide scale to accommo- 
date a new form of distribu- 
tion was after the launch of 
the compact disc (CD) in the 
early 1980s. . . 

Most record companies 
eventually agreed to pay the 
same royalty on CDs as on 
vinyl and cassettes. Typically, 
tills represents 20 per cent of 
wholesale prices In Europe for 
super s tars and less for newer 
artists, with an equivalent 
percentage of the retail price 
in north America. 

But record companies 
insisted on paying a lower 
royalty for several years to 
recoup their investment in CD 
development. Many artists 
complained about this, nota- 
bly George Michael who 
claimed Sony. Music had 
reduced his CD royalties for 
too long In his unsuccessful 
1994 court case. 

Record companies have 
added catch-all clauses to con- 
tracts covering “any other 
form of distribution”, which 
should include online sales, 
but the terms of payment are 
intended to cover relatively 
small sums. 

Mr John Glover, chairman 
of the International Managers 
Forum, which represents art- 
ists’ managers, said such 
clauses were “wholly inade- 
quate”, given the digital mar- 
ket's potential. Jupiter, a US 
research consultancy, esti- 
mates gL64bn-warfh of music 
will be sold online by 2008. 


It's the T wwwtrrit . stupid. SmithKHne 
Beecham and American Home Prod- 
ucts do not need to merge. Both are 
growing at around 13-14 per cent a 
year and Sinttkiffing, m particular, 

haa a promising product pipeline. 

But the opportuni ty of creating a 
giant with the resources to throw 
SZ5tm$$tm annually alR&D seems 
too good to miss. Particularly, since 
technology advances are about to 
dfllUgft the ph»TmarprntfraiT fori i M t r y 

with new drug candidates. 

A merger would bring other bene- 
fits too. It would transform two 
companies being: squeezed out of 
the top 10 into the world's number 
nne. SmithKline's dynamic manage- 
ment would neatly fill the vacuum, 
at AHP. and since both companies 
are effectively American there 
should be fewer cultural problems 
than at Pharmacia & Upjohn. Cast 
savings may not be the prime focus, 
but synergies should still be sub- 
stantial. A 15 per cent cot in the 
smaller company’s cost base - 
AHFs - would yield £L7bn. Taxed 
and on a multiple of 10 times earn- 
ings thsrf amntints to $12btl, almost 

the increase in the groups’ market 
value since the deal was mooted. , 

Both were quick off the mark dur- 
ing the drug industry’s last consoli- 
dation wave in 1994. And the pros- 
pect of a JlSObn behemoth 
cornering a big chunk of an essen- 
tially finite pool of R&D leads 
should give rivals pause for 
thought SmithKline’s of™ f execu- 
tive, Jan Leschly, has been ada- 
mant that bigger does not mean bet- - 
ter. But he would surely hke the 
chance to prove himself wrong. 




” of possible 

problems early on, iv should 


-tjtatfan.^And' Moggaartg •action chal- 
lenges Us rivals to lifflow sifit. Both 
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have gjgnfflcapt Asian exposure,. 
• but- recorded drop- far Haefevbad 

r debt provisions for 1997. - - 
•. . Another^ wariytai£ trepck evident 

from • yesterday’ s results/iis that 
•’ costs, have’ coutfamed to cttmfa At 
‘ J.P. Morgan. They- rose'^2 per cent 
last year against & per cent growth 
in revenue. 'With Asia hitting busi- 
ness arid bad debts set-to rise, prof- 
its- could be to for a squeeze^- ,v, . . 




an end to royalty payments should 
have a positive effect ran aarwing a 
from 1999. Furthermore,- the 
two-step move to foil competition 
win soften the blow. White rival' 
«wi"I«ntea will be allowed to offer 
international services by re-selling 
capacity on HKTb network from 
1999, the real force of co m pe ti tion 
will only be felt from 2000- when 
rival networks win be permitted. . 

From majority-owner Cable and 
Wireless's viewpoint, this deal may 
bode weD for its passible involve- 
ment to the eventual modernisation 
of China's toiwvwwQ infrastructure. 
But rather than contemplate such 
imponderables, the UK-based opera- 
tor might be better advffied to find a 
good use for the cash, in cheap 
Asian assets. ... 


Hongkong Telecom 


US banks 


Hongkong Telecom's shares - jump 
3 per cent an news the company is 
being deprived of its international 
monopoly. Odd? Not really. That 
the company would have to cede its 
monopoly before its expiry to 2006 
has long been dear. The opening of 
Singapore’s international market 
was a spur to competitive liberalisa- 
tion to the region that pricked free- 
market Hong Kong’s pride. What 
has depressed the stones has not 
been fears that the monopoly would 
be lo st, b ut how much compensa- 
tion HKT might win in return . 

Given that its share of outbound 
traffic had already slipped below 75 
per cent with the flourishing of call- 
back services, the package looks 
generous. The combination of 
HK$6.7bn (US$866m) to cash, the 
right almost to double residential 
line charges over three years and 


- Asia's crisis is- hitting America’s 
international banks in waves: The 
first impact came from , trading 
losses, which Chase Manhattan 
warned of bode in November. This, 
was followed by a drop to local 
business and the effect of unfavour- 
able exchange rates. Citicorp attri- 
buted two-thirds, of ah estimated 
$250m “Asian impact" an its profits 
to those two factors. Now JJP. Mor- 
gan has raised the spectre, of poten- 
tial bad debts by dassfftfng 9587m 
of Asian loans, as non-performing — 
a staggering 11 per emit of its $5.4bn 
exposure to Indonesia, South Korea . 
and Thailand. . 

In part, Morgan is doing this sim- 
ply because it can. It seems unlikely 
that this much of its portfolio has 
gone sour this quickly. But with 
over $lbn of general loan Ides provi- 
sions tacked away on its balance 
sheet, tbe.bank could write off that 


Somexfietd ; ;.v_ 

J Somerfield shares have had an 
electrifying start to the year, rally- 
ing nearly 20 per cent to only two 
weeks. The only snag is that take- 
over speotfaticin looks fancffal. Of 
the big four; supermarket groups - 
Tesco, v'Safasbury. Safeway and 
Asda rr :i 3t'Ui. itot .clear' why any 
would want Somerfleld’a portfolio. 
The traadnstovrards bfoldmglargBr 
stores, whife^mnerfield's average" 
stare size is much smaller: And 
- white Tesco fs~bifilding: smaller in- 
town Metro (stores/ ^ these tend to be 
in much bfoter’' locations than 
Scmerfidd. • 

As for chains of smaller stores, 
such as KwiteSave, it is doubtful 
they have the requisite financial : 
muscle.:- One thing -which might 
change 1 this would be an event - 
such as 'the mooted Safeway/Asda 
merger ~ wtoch transformed; the 
industry landscape. Untfi such time, 
SomerfiSld must stand qn tts own 
two feet. To be fair, management . 
has made solid progress Good buy- 
ing and a better selling mix have 
contributed to a. 3:5 - percentage 
point increase in gross margins 
over tiie past’ three years. 

But this rate of progress is not 
sustainable. -To keep earnings mov- 
ing ahead v management will need to 
engineer stronger sales growth. 
Store reforbiahments and new open- 
ings offer some potential: with like- 
for-like sales growth running at 
only 0-3 per cenh Uris urgently 
needs to be realised. The sector’s 
defensive attributes and a; modest 
rating should underpin the share 
price: But a rerating will await 
clearer evidence of safes growth, or 
more credible talk of a predator. 


Additional - Lex comment on 
.small companies, Page 24 
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Those who like things cold can relax — Bundy’s unrivalled portfolio of key refdgaator components js-he^fog dbe 
Tcb'nxmian fcufostrv worldwide meet their needs. :• ■. 


Europe, 


refrigeration condensers to Whirlpool. Nearer home, Bundy’s new Wkvefine condenser— A*<igtv»d 

spaces — fas Beady into Electrolux's 1998 pan-European pro gram me. Thanks to Bandy, mqmTfafnny rg rani cool it 

Bundy is one of H Group's four specialised engjneadng businesses, ihe others being John C ran> tKrmy.siid ■ 
Polymer Engineering. Each one is a rerimologlcal and mariaa leader in its field T oge ther, r^ffr <q-w4q1?<3' drilk #nahlg~ 

Tl Group to gn the critical answers right for its customas- Wbridwide. "V ; \1 
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Competition cuts 
aircraft prices 


Competition among 
aerospace producers 
has cut aircraft prices 
by a filth over the past 
two years. Daimler- 
Benz Aerospace (Dasa> 
of Germany said. Pro- 
ducers are sacrificing 
profits as they battle 
for a share in world 
markets. Dasa blamed 
Boeing, the US manu- 
facturer. as the chief 
culprit Manfred Bischoff (above), Dasa chief 
executive, said: “The prices are dictated by Boe- 
ing. We are followers in this case." Page 21 

Lucent results exceed expectations 

Lucent Technologies, the US communications 
equipment supplier unshackled from the AT&T 
group in 1996, surged past Wall Street expecta- 
tions when it announced its quarterly results. 
Earnings, excluding one-time charges, were 
equivalent to S1.72 a share, exceeding the $1.52 
consensus estimate of analysts. Page 20 

Buwfa^ problems to restrain growth 

The Russian stock market has fallen by about 20 
per cent since the beginning of the year. The 
government’s problems with its public finances, 
its difficulties in . enacting a fair tax code, and a 
weak domestic banking sector will all restrain 
economic growth In Russia this year. Page 38 

India forced to raise cotton imports 

A shortage of domestic supplies of cotton is 
forcing India to increase imports. This season's 
cotton crop is smaller than expected because of 
the late arrival of the monsoon. Page 28 

Companies in this issue 


AGF 

AT&T 

Adam Opal 

Aerospatiale 

ABMpponAHm 

Allianz 

Allied CofioJds 
Am Home Prods 
Am Mtn Helds 
Anglo American 
Arnett 
Banc One 
Bank Danamon 
Pankirtter 
Barrick 
Bertelsmann 
Bela Digital 
Beta Research 
Boeing 
Briertey Inv 
British Aeros p a ce 
Butte Mining 
CLTVufe 

CPF . 

CRH 

Caja Madrid 


Bertelsmann 2,18 

Beta Digital 2 

Beta Research 2 

Boeing ..21 

Briertey Inv 23 

British Aeros p a ce 21 

Butte Mining 24 

CLTV-ufa 2 

CPF 24 

CRH 24 

Caja Madrid . 21 

C»a . J 21 

Chase Manhattan 18,19^0 
Ctoa 24 

Citicorp - • 18,19,20 

CotesMyer . 23 

Coopers & Lybrand 2 

COunby Road 22 

Cridk LdeF 19 

DU 20 

' Dasa 21 


Deutsche Bank 
Deutsche Telekom 
Diageo. . 

Baton. 

Enron 

Ernst and Young 
Ornette 
GM : 

1 Gazprom 
Gdynia 
:Geeantines' 

- Guinness Mahon 
Hercules 
.HBtoriHatete 
HKTetecom- 


21 J.P. Morgan 

20 JCi 

21 Japan AJrihws 
21 Jardine Wines 

t 8 Johnson & Johnson 
21 KPMG 
24 Kia 
1,18,19 Kirch 
28 LGT 
28 Land Lease 
0 Lonrtio 

20 Lucent 
23 Mapfre 

21 M arri 8 Lynch 
2 Q Microsoft 

2,18 Mitsubishi Bectric 
2 Monsanto 
2 ' National Mutual 
2 f Nintendo . 

Northwest Airlines 

21 P™ 5 * 

2 ^ Paine Webber 
2 Pfizer 
2 ^ PotyGram 
Porsche 

.. Price Watertxjuse 
' Prudential 
Qantas 

18.19,20 

Raisomes 
Raad Elsevier 
BodcweH 

. • 23 SBC Warburg DB . 

2 Sega 

22 Siemens KWU 

19 SKBeecham 1 

20 Snecma . 

21 Soctetfi Gdrterate 
21 SoroerfteW 

21 Sony 

*■* Sony Musk: 

22 TRW 
20 TWA 

20 Textron 
- 2 Toshiba 

21 TrtzecHahn 

22 UBS . 

• 8 (Jolted Arfines 

23 United Dlstfltera 
28 Veto 

24 WaJlsFwgo 
24 Wostinghouse 

‘ 20 Wootworthe 
18,19,22 Yokohama 




http://wifn*.FT.co«n 




mMm m 


Hongkong Telecom gives up monopoly 

^t£ 1 ‘SSTin , LSZ Kon9 Company’s compensation deal includes $866m in cash 

A ~ X. liiral tF-tenhiine rails ui 


By John Ridding m Hong Kong 
and Alan Cano In London 

Hongkong Telecom, the 
territory's dominant telecoms 
operator, has agreed to surren- 
der Its monopoly on Interna- 
tiona] services six years earlier 
than expected In exchange For 
a compensation package, 
including HK$6.7bn ($866m) in 
cash. 

Yesterday’s agreement 
means the territory's interna- 
tional services market will be 
open to competition from the 
beginning of next year, with 
the liberalisation of telecoms 
infrastructure scheduled for 
2000. 

“The net result will be the 
end of all monopolies from 
2000.“ said Alex Arena, special 
adviser to the government on 


information infrastructure. 
“That should allow Hong Kong 
to reclaim its position as the 
pre-eminent telecoms hub in 
the region/ 

Cable and Wireless, the UK- 
based operator which holds a 
5-L2 per cent stake in Hong- 
kong Telecom and which 
derives about 65 per cent of its 
profits from the operator, said 
yesterday that it was a “fair 
and balanced” outcome. 

It removed uncertainty over 
the future of international ser- 
vices in the territory’ and 
Hongkong Telecom would no 
longer have to pay royalties 
averaging HK$500m a year to 
the government. 


Stephen Ip, secretary for eco- 
nomic services, said the early 
end of the monopoly, which 
Initially had been due to last 
until 2006, would bring savings 
of HK$17bn to consumers and 
would also boost jobs and 
Investment. “This liberalisa- 
tion, coming at a time of eco- 
nomic uncertainty in the 
region, will give Hong Kong a 
significant economic stimu- 
lus." he said. 

Linus Cheung. Hongkong 
Telecom’s chief executive, said 
the agreement provided fair 
compensation for a valuable 
asset. “With a more certain 
regulatory environment. Hong- 
kong Telecom can focus on 


Merger fever returns 
to the drugs industry 


L ike horror movie mon- 
sters that won’t stay 
down, multiblllion-dol- 
lar mergers are back in the 
frame for the global drags 

industry. SmlthKline Beech am 
and American Home Products 
are the protagonists whose 
possible merger would create 
the world’s biggest drugs com- 
pany. They are veterans: three 
and a half years ago both were 
in at the start of the last wave 
of deal-making. 

It was the summer of 1994. 
SmlthKline wanted to swap its 
agrochemicals business for the 
consumer medicines side of a 
company called American 
Cyanamid. Hie story leaked, 
and AHF stepped in with a 
hostile $iobn bid for 
Cyanamid that won control of 
the company. 

The deal was driven by fears 
that healthcare reform plans 
proposed by the Clinton 
adnrfnistratiair would cut drug 
profits. - .... 

Other countries, notably 
Germany, had already taken 
effective measures to cut the 
nation's medicines bill and 
stop drug sales growth. 

Drugs company chief execu- 
tives turned to mergers and 
acquisitions as a way to keep 
up profits growth while sales 
slowed. Within two years, 
there followed Glaxo 's hostile 
takeover of Wellcome, Smith- 
Kfine’s acquisition of Kodak’s 
Sterling Health and a host of 
other culminating in the 
friendly merger of Swiss 
rivals Ciba and Sandoz to 
form Novartis two years ago. 
But then the deal-making all 


But latest 
talks unlikely 
to trigger 
a new round 
of deals 


but stopped. The Clinton 
reforms were abandoned, and 
most other countries did not 
go as far as Germany in their 
cost-control measures. 

Hie drug companies them- 
selves found growth through 
new drugs in areas such as 
depression, schizophrenia and 
immunology. 

Several factors have com- 
bined to wahp SmlthKline and 
AHP reconsider. 

• Strong recent growth. 
Even though investors have 
continued to buy drug com- 
pany shares in the hunt for a 
haven from the upheaval in 
Asia, recent growth rates of 15 
per cent in sales and profits 
will be diffi cult to sustain. 

• Leadership succession. 
Jade Stafford, the 60-year-old 
chief executive of American 
Home Products has been seri- 
ously ill and may be more pre- 
pared to take a back seat after 
being instrumental in creating 
the world’s biggest drugs com- 
pany. His heir apparent, Fred 
Hassan, left the company last 
year to run Pharmacia & 
Upjohn, another US drugs 
company. Question marks 
about the succession at Ciba 


JP Morgan designates some 
Asian loans ‘non-performing’ 


Chief price changes yesterday 


By John Authors in New York 

J.P. Morgan, the US inter 
national bank, yesterday 
announ ced it was designating 
more than 10 per cent of its 
loan exposure to South Korea. 
Malaysia and T hailan d as 
“non-performing", as the larg- 
est US banks revealed they 
had been severely hit by the 
Asian market turmoil of the 
past three months. • 

Citicorp and Chase Manhat- 
tan. which have extensive 
exposure to the Asian region, 
also reported that their results 
had been severely affected by 
the financial crisis, with Citi- 
corp estimating that it had 
imr w-frprf $250m off its profits in 
the_ fourth quarter. But neither 
designated any loans as non- 
performing. 

The move by J.P. Morgan 
was interpreted by observers 
as primarily a political state- 


ment Analysts regarded the 
bank’s results as deeply disap- 
pointing, with net income 
down 35 per cent on the equiv- 
alent quarter of 1996 at $27lzn. 
Revenues dropped from 
$1.805bn to $1.68bn, while 
expenses increased from 
$L19bn to $l-3bn- 

Morgan said at the end of 
last month it had $5.4bn in 
outstanding commitments to 
Indonesia, South Korea and 
Thailand. This includes $900m 
to Indonesia, $3.4bn to South 
Korea and $ubn to Thailand. 
These three countries account 
for 60 per cent of its $L08bn 
allowance for credit losses. 

Morgan also increased non- 
performing assets from $84m 
to $659m. These are loans on 
which interest is not being col- 
lected. However, they have not 
been written off and do not 
affect fourth-quarter profits. 

Tom Hanley, h anking ana- 


lyst at UBS Securities, said: “I 
think this could very well be a 
political statement on the part 
of JP. Morgan, as the increase 
in non -performing assets 
doesn’t square with loan loss 
provisions of zero." 

US banks meet Korean, offi- 
cials for further negotiations 
on debt restructuring today, 
amid growing criticism that 
the banks are attempting to 
profit from Korea's problems. 

John Reed, Citicorp’s chief 
executive, estimated that the 
Asian situation had reduced 
the bank’s profits by about 
$250m during the quarter. 

While $100m resulted from 
exchange rate fluctuations, a 
further $90m came from trad- 
ing losses and 560m from 
smaller interest rate spreads in 
Asia. Citicorp stressed that the 
trading losses due to the Asian 
situation were impossible to 
fix with precision. 


First derivatives deal in euros 
announced by French banks 


HS80 rtc (3) 
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By Samer Jskandar in London 

Two French banks yesterday 
announced the. first derivatives 
contract denominated in euros, 
the single European currency 
due to be introduced in Janu- 
ary 1999. 

Thfr transaction, which high- 
lights the growing confidence 
of French banks that European 

economic and monetary union 
is; going ahead on time, sur- 
prised analysts. 

“Nobody was expecting this 
unto May, at least, when the 
composition of the euro is 
known/ said one. This is 
when the list of countries tak- 


ing part in the single currency 
is due to be published. 

Although some futures 
exchanges have recently made 
arrangements to settle con- 
tracts in euros eventually, 
these are still based on exist- 
ing currencies. 

However, yesterday's deal, 
an eight-year interest rate 
swap between Credit Local de 
France-Dexia, which finances 
local authorities, and Society 
G6n6rale, the commercial 
bank, breaks new ground. 
When it takes effect next year. 
Credit Local will receive inter- 
est payments, at a rate fixed 
for eight years, on an underly- 


ing sum of 100m euros. In 
return, it will pay SocGen a 
floatin g rate linked to Euribor, 
an average of lending rates 
quoted by 60 European banks. 

The International Swaps and 
Derivatives Association, which 
represents banks and brokers, 
said: “We are pleased that 
preparations for Emu are 
advanced enough that such 
de als have become possible.” 

However, analysts said that 
with such a binding contract, 
the possibility of a delay in 
Emu, and the fact that details 
of how Euribor will be calcu- 
lated have not been finalised, 
presented an element of risk. 


developing its existing ser- 
vices. growing its mobile busi- 
nesses and advancing the 
delivery of new integrated 
products/ he said. 

The end to uncertainty over 
the group, the last British-con- 
trolled monopoly in Hong 
Kong, pushed shares in Hong- 
kong Telecom up by almost 3 
per cent to HK515.55. Cable 
and Wireless, its UK parent, 
saw shares rise 7'. -p to 50S ; sp. 

Under the liberalisation pro- 
posals, the large conglomer- 
ates which operate local ser- 
vices in Hong Kong will be 
invited to apply for licences for 
International services. The 
three groups - Li Ka-shing’s 


Hutchison Telecommunica- 
tions. New T&T. and New- 
World Telephone - will be able 
to start international voice ser- 
vices from next year and build 
infrastructure from 2000 . 

Mr Arena said the issue of' 
further licences would be 
determined by a review of 
local licences in the middle of 
this year. 

In addition to a cash pay- 
ment. which will be made in 
two tranches by July l. Hong- 
kong Telecom will be able to 
raise charges for local residen- 
tial lines. However, these 
charges will be capped and 
Hongkong Telecom will be 
required to have at least 50 per 


cent of its local lines before 
the first permitted increase in 
1999. Local telephone calls will 
continue to be five of charge. 

Mr Arena said compensation 
of HKS6.7bn was reasonable 
given annual profits of about 
HKS3.75bn from Hongkong 
Telecom's international fran- 
chise and that benefits to con- 
sumers and business would far 
outweigh the costs. 

Government estimates pre- 
dicted the cost of a direct out- 
going call to the US would fall 
from almost HKS7 per minute 
to little more than HKS1 by 
2006-7 using international sim- 
ple resale services, in which 
international operators lease 
local lines. 

Lex. Page IS; HK telecoms join 
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Formula for a drugs giant 


I American Home Products 
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and Sandoz tempted those two 
companies to start the talks 
that led to their merger. 

• Culture and geography. 
Although S mlthKlin e has its 
headquarters in the UK its US 
centre is in Philadelphia 
where Wyeth Ay erst, AHP’s 
drugs division, is also based. 
One reason the Ciba/Sandoz 
merger went well - and the 
US-Swedish Pharmacia and 
Upjohn merger did not - was 
physical proximity and cul- 
tural similarities. 

• Complementary product 
lines. SmlthKline is strong in 
antibiotics, vaccines and 
depression, while AHP is 
strong in hormone replace- 
ment therapy, oral contracep- 
tives and painltiDers. 

• Complementary research 
and development SmlthKline 
has concentrated on genetics 
research and bag tho usands of 
potential avenues of investiga- 
tion that could lead to new 
treatments. To affect the 
behaviour of genes, however, 
SmlthKline needs large num- 
bers of protein-based drugs to 
test. AHP owns Massachu- 
setts-based proteins specialist 
Genetics Institute. 

There would still be prob- 
lems. Competition regulators 
have learned that a pharma- 
ceuticals company with 5 per 
cent of the world market - 
such as Glaxo Wellcome or 
Novartis - may in reality 
dominate the treatment of an 
individual disease. Glaxo 
Wellcome, for example, was 
forced by regulators to sell an 
antivirus drug before its could 
complete the merger. 
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Consumer healthcare 


Smith Kline/ AHP faces 
potential difficulties here. In 
headache pills, for example. 
Smith Kline owns Panadol and 
AHP Advil. In R&D, both com- 
panies have drugs to treat 
anxiety and cancer. 

The combined group's pros- 
pects could be clouded by 
potential liabilities arising 
from compensation claims 
linked to AHP’s slimming 
drug Redux. Redox was 
launched in 1996 and abruptly 
taken off the market in Sep- 
tember 1997. 


Perhaps most importantly, 
SmlthKline is growing much 
more quickly than AHP. 
James CapeL the stockbroker, 
forecasts that AHP’s sales will 
grow at 4 per cent a yean 
while during the same period 
Smith Kline’s sales will rise by 
9 per cent annually. 

For these reasons Smith- 
KUne’s shareholders may take 
some persuading to accept a 
merger. Whatever the out- 
come. pharmaceuticals compa- 
nies could rethink their atti- 
tude about the speed of 


• . ■ HM -. 95 ■ . -98' - ; 97 .98 ; 

;• jS 

industry consolidation. Bat 
even if the deal does go ahead 
it looks unlikely that it will 
trigger a new round of deals. 
Addressing the complexity of 
personnel and research issues 
will take time. 

Achieving a balance which 
will satisfy shareholders, 
employees and regulators will 
not be easy for Smith Kline, 
AHP or any other drugs com- 
pany which follows in their 
footsteps. 

Daniel Green 


This announcement appears as a matter of record only. 
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Lucent outshines Wall Street forecasts 


By Nicholas Denton 
In San Francisco 

Lucent Technologies, the US 
co mmuni cations equipment Slip* 
plier unshackled from the AT&T 
group in 1996, surged past Wall 
Street expectations when it 
announced its quarterly results 
yesterday. 

Earnings, excluding one-time 
charges, were equivalent to $1.72 a 
share, far exceeding the SL52 con- 
sensus estimate of analysts polled 
by First Call. 

Lucent shares, which have tri- 


pled since the maker of switches 
and other telecommunications 
equipment was spun off from 
AT&T and taken public in April 
1996, jumped more than 6 per cent 
in morning trading on the New 
York Stock Exchange. The shares, 
which traded up S4% at $80&, val- 
ued the company at $50.Sbn, about 
half the market capitalisation of 
the re maining AT&T, the largest 
US long-distance carrier. 

Since it became independent. 
Lucent has won more business 
from carriers other than AT&T. As 
the largest US telecoms equipment 


company, it has also benefited 
from the growing readiness of 
large telecoms operators to concen- 
trate their orders among a few sup- 
pliers. 

While medium-sized equipment 
makers such as ADC have blamed 
sluggish demand for disappointing 
results, Lucent reported that opera- 
tors were gearing up for height- 
ened competition as 1996 deregu- 
lation law takes effect 

u More and more, service provid- 
ers who are facing liberalised and 
deregulated markets are investing 
in technology to improve their 


competitiveness,” said Richard 
McGinn, president and chief execu- 
tive of Lucent, who was also 
name d p.hatrman yesterday. 

In addition, Lucent’s sales to the 
competitive local exchange carn- 
ets, the companies which are 
challenging the regional Bell com- 
panies, doubled quarter-on-quarter, 
although the precise amount was 
not disclosed. 

Lucent’s growing market share 
in the US translated into a 31 per 
cent increase in net Income, to 
$L12bn in the quarter, excluding 
one-time charges to do with the 


company’s acquisition of Livings- 
ton Enterprises and other deals. 

Revenues in the quarter, the first 
of Lucent’s financial year, 
increased to $S.72bn from $7.33bn a 
year ago. They were boosted by 
sales of both switching equipment 
and wireless systems, in which 
Lucent had lagged behind competi- 
tors such as Ericsson of Sweden. 

Lucent, which as a former AT&T 
subsidiary is among the most US- 
centred of telecoms equipment sup- 
pliers, experienced no slowdown In 
Asia, where its market share is 
small but growing. 


US banks post strong final quarter 


By John Authors fn New York Mixed bag 


US commercial banks 
continued to report strong 
performances in the fourth 
quarter of last year, even 
though the Asian crisis 
sharply dented profits at the 
largest international banks. 

Bad credit-card debts - a 
serious problem for the 
industry in the past two 
years - appeared to have 
reached a plateau, while 
both retail and corporate 
banking turned in strong 
results. 

Chase Manhattan, the 
largest US bank by assets, 
saw operating earnings for 
the quarter drop 6 per cent 
from the same quarter of 
1996 to $850m. This was 
mostly due to trading losses 
caused by the Asian 
currency crisis. Its domestic 
US businesses stayed strong. 

Chase's total fees for loan 
syndication rose 20 per cent 
to $l.l4bn for the year. The 
year-on-year increase far the 


Bank results 

(fourth quarto- ended 31/12/97) 


Nat hcofiw (Sm) 
1997 1996 % change 


Earnings par share £) 

1997 1996. .^change' 


Chaw Manhattan 874.0 836-0 +4.6 1JB4 ' 1.74 +11-5 

JP Morgan 271.0 419.0 -36.0 1.33 2.04 -34.0 

Sotrar company reports 


fourth quarter was 68 per 
cent Income from mortgage 
banking stood at $180m. up 
70 per cent on the previous 
year. 

Net charge-oils from its 
S29.3bn credit-card portfolio 
came to 5.45 per cent, ahead 
of the 5.11 per cent recorded 
in the final quarter of 1996 
but a decline horn the third 
quarter. 

Citicorp, the second larg- 
est bank, reported net 


income of $l.lbn for the 
quarter, up 7 per cent year 
on year. It was also affected 
by Asian developments, 
which it estimated cut prof- 
its by $250m. 

Net income from credit 
cards worldwide was $2Q9m, 
down $75m from the 1996 
quarter. Emerging markets 
accounted for $48m of this 
decline, while the US 
accounted for the bulk of the 
remainder. 


Citicorp is the largest US 
credit-card issuer, but 
reduced its total number of 
cards during the year by 2 
per cent, as part of a cam- 
paign to improve the quality 
of its portfolio. Total charge- 
offs were 5.64 per cent of the 
portfolio, up slightly from 
5.58 per cent in the previous 
quarter. 

These developments were 
balanced by a strong perfor- 
mance in commercial bank- 
ing, both in Asia and in the 
US. The bank continued to 
invest aggressively in emerg- 
ing markets, as part of its 
strategy of building up mar- 
ket share. Operating 
expenses in emerging mar- 
kets reached $535m, up 21 
per cent after the effect of 
currency fluctuations. 

Ohio-based Banc One 
pleased the market with 
results showing continued 
low expenses following its 
acquisition of First USA. a 
specialist credit-card issuing 
bank early last year. Net 


profits increased 28 per cent 
from $370m a year earlier to 
$474Jhxi. It said credit card 
charge-offs had been 
reduced. By mid-session its 
shares were up at $54&. 

Wells Fargo, which has 
been unpopular with inves- 
tors far the past year after 
its disappointing progress in 
integrating its 1996 acquisi- 
tion of Los Angeles-based 
First Interstate, reported net 
income of $298m for the 
quarter, more than double 
the $123m it recorded in the 
same quarter of 1996. 

However, analysts were 
disappointed by the bank's 
efforts in reducing expenses. 
Total non-interest expenses 
for the quarter were $L09bn, 
down 26 per cent on the 
$1.48bn recorded a year ear- 
lier. But expenses for the 
year, at $4.54bn, were only 
marginally below 1996’s 
$4.63bn. The bank's shares 
gained $2% at $324£. 
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Investment firms ahead despite Asia 


By WBGam Lewis 
in New York 

Merrill Lynch, the US 
investment bank, warned 
yesterday the Asian markets 
could cause difficulties for 
the investment hanking 
industry in 1998. 

Reporting fourth-quarter 
earnings for 1997 in line with 
analysts' expectations, David 
Romans ky, chairman and 
chief executive, said "the 
recent events in Asia, and 
unsettled conditions ha US 
markets, could indicate a 
more challenging environ- 


ment for our industry in 
1998”. 

However he said Merrill 
Intended "to pursue the stra- 
tegic opportunities for profit- 
able growth that can be 
available even in difficult 
markets”. Last year Merrill 
bought Mercury Asset Man- 
agement, the UK's leading 
fund management group, for 
$5.2bn. The deal took Its 
assets under management to 
$446bn at the year end, up 
from $212bn at the end of 
1996. 

Earnings per common 
share were $137 basic and 


$1.17 diluted, compared with 
$1.32 basic and $1.14 diluted 
in the fourth quarter of 1996 
and $1.46 basic and $1.25 
diluted in the third quarter 
of 1997. 

Merrill said its principal 
transaction revenues were 
adversely affected by market 
de clines in Asia and other 
emerging markets and fell 
by 19 per cent from a year 
ago to $603m. However it 
said trading declines were 
partially offset by increased 
revenues in equity deriva- 
tives, foreign exchange and 
commodities trading. In 


early trading Merrill's shares 
fell more than 5 per cent to 
$63%. 

Donaldson Lufkin & Jen- 
rette, the US investment 
bank majority-owned by 
Axa-UAP. the French insur- 
ance group, reported net 
psmfng n per share of $133 
fully diluted for the fourth 
quarter of 1997, marginally 
above analysts' expectations. 
This compares with $1.16 a 
share in the fourth quarter 
of 1996 and $1.85 in the third 
quarter of 1997. DU'S share 
price increased to $68ft. 

DU is to set up an equi- 


ties research, sales and trad- 
ing operation in London. It 
Is also expanding its mergers 
and acquisitions team in 
Europe, high-yield and pri- 
vate equity operations, and 
opening offices in Paris, 
Moscow and Frankfurt 
PaineWebber, the securi- 
ties house, reported fully 
diluted earnings per share of 
68 cents for the fourth quar- 
ter of 1997 compared with 67 
cents in the same period a 
year ago and 70 cents in the 
third quarter of 1997. In 
early trading PaineWebber’s 
share price rose $% to $31. 


Barrick 
stake 
sold for 
$520m 


By Scott Morrison 
in Toronto 

TrizecHahn, the Canadian 
real estate group, said yes- 
terday it was selling almost 
half its stake in Barrick, the 
gold producer, in a bought 
deal worth an estimated 
USS520m. 

Sources involved in the 
deal said the Barrick shares 
were snapped up by Inves- 
tors who believed bullion 
prices had bit bottom and 
were recovering. 

TrizecHahn, the real 
estate arm of gold baron 
Peter Monk, who also con- 
trols Barrick, previously 
said it would sen its Barrick 
stake and use the proceeds 
for further real estate acqui- 
sitions. 

TrizecHahn, which owned 
a total 15.7 per cent stake, 
said the sale would not 
affect its remaining Barrick 
shares, which are pledged 
as collateral under the 
terms of the real estate com- 
pany's exchangeable deben- 
tures. 

Boss Brennan, TrizecHahn 
vice-president for investor 
relations, said the company 
decided to divest its Barrick 
holdings in order to replen- 
ish cash flow following its 
acquisition last week of Bell 
Canada's commercial prop- 
erties for an estimated 
CS750m (USS522m). 

The company has acquired 
USS2.ibn worth of North 
American retail and office 
property since January 
1997. 
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Stronger dollar 
cuts into sales 
at drugs groups 


By Richard Waters 
in New York 

The rise of the US dollar 
wiped more than 10 per cent 
from the international sales 
of both Johnson & Johnson 
and Pfizer In the final quar- 
ter of last year, according to 
figures published yesterday 
by the two US healthcare 
groups. 

Pfizer, one of the most con- 
sistently successful of the 
big pharmaceuticals compa- 
nies, added that the dollar 
was likely to weigh heavily 
on its performance again 
this year. Sales far the year 
would be 3 per cent below 
1997 if the dollar remained at 
its present level, the com- 
pany said. 

In spite of the effects of 
the currency movements, 
both notched up double-digit 
gains in earnings per share 
in the latest quarter on the 
back of successful new prod- 
ucts. 

Both companies were 
helped in part by lower effec- 
tive tax rates, which gave a 
lift to earnings. However, 
both also reported higher 
spending on research and 
development to boost their 
pipeline of future drugs. At 
Pfizer, R&D spending for the 
year rose 14 per cent to 


Jl-Sbn, while at Johnson & 
Johnson it increased 12 per 
cent to $2.1bn. 

At Johnson & Johnson, 
sales during the final quar- 
ter were $5.6bn, a rise of 2.3 
per cent This represented a 
slowdown from earlier quar- 
ters and left the company 
with annual sales of $22.6bn, 
up 4.7 per cent during the 
year. Pharmaceuticals were 
again the engine behind the 
company's growth during 
the quarter, with a 5.5 per 
cent advance in sales after 
currency effects to $l-9bn. 

At Pfizer, revenues rose to 
$3.5bn In the latest quarter 
and $l2.5bn in the year, both 
increases of 11 per cent. 
Some $163m of sales in the 
latest period were generated 
by a new venture with other 
companies to sell Lipltor, a 
cholesterol-lowering drug, 
and Aricept, a treatment for 
Alzheimer's disease. 

Johnson & Johnson lifted 
net income 7 per cent in the 
quarter, to $630m, or 47 cents 
a share. For the year, earn- 
ings increased 14 per cent to 
$3.3bn, or $2.47 a share. 

Pfizer’s net income rose 11 
per cent in the quarter to 
$55Sm. or 43 cents a share, 
and 15 per cent for the year 
as whole to $2L2bn, or $1.70 a 
share. 


AMERICAS NEWS DIGEST 


LGT receives 
multiple offers 


for the whole of LGT Asset Management, the fond man : 
agement group with operations in both the^ ^US^ahd 
Europe. The deadline for otfexsxlosed at 5pro New York 
time on Monday and Prince Philip of . Lichtenstein and. - 
other royal family members who own LGT were consider- 
ing the bids yesterday. - 

A decision on the frmA manager, which has assets of 
about $65bn worldwide, could come as early as today, 
although advisers to the deal said that some offers could 
involve complicated provisos. 

Offers are understood to have been made by US. and 
European groups including American Express, Deutsche 
Bank, Credit Suisse and the Bank of Luxembourg. 

Jane Martinson 

■ MANUFACTURING ■•••' 


Eaton, TRW surprise Wall Street 

Eaton Corporation, the controls and automotive compo- 
nent maker, and TRW. a diversified industrial manufac- 
turing group, yesterday announced better than expected 
earnings for the final quarter of 1997. But they made same 
cautionary remarks' about impact of upheaval in Asia. 

Eaton made an after-tax profit of $129m in the final 
three months, up from $6Gm a year ago. This took after- 
tax profits for the full year to 3410m, compared with 
$349m previously. Sales rose from $6JS6bn to $7^6bn, 
while earnings per share were up from $4^1 to $6.45 ~ 
(ahead of special items) - a couple of cents higher than 
analysts’ average projections. 

The company said it faced “robust conditions” in the 
industrial and rommercial controls markets, and that it 
was “too early to determine the impact of the Asian eco- 
nomic crisis on our customers' demand for front-end pro- 
cessing equipment” on the speciality controls division. 

TRW reported a 15 per cent increase in full-year profits 
from continuing operations at $499.4m, on a 10 per cent 
sales gain at JlO.Sbn. Earnings per share were $4.03, com- 
pared with $327 ( ahead of special charges). TRW said that 
results had been good “in virtually every dimension", 
al though profits in the fourth quarter from its automotive 
interests dipped slightly. This was partly blamed bn weak- 
ness in the Asia-Pacific and Brazilian regions. 

Nikki Tait, Chicago 

ROCKWELL 


Chairman ‘confident’ of advance 

David Davis, chairman of Rockwell International said 
yesterday that good economic conditions in the US and 
Europe had left the company confident that it would 
report highs' sales and earning s this year, in spite of the 
uncertainties in Asia. His comments came as the Californ- 
ia-based factory automation and aerospace equipment 
company topped Wall Street expectations with earnings 
per share of 74 cents before a one-off charge for the first 
quarter. The 6 per cent advance was due to a 6^ per cent 
reduction in the number of shares outstanding, as the 
company continued to buy back its own stock. 

Net income before the charge, which reflected a write- 
off of purchased research and development, was $l52m on 
sales of $2bn, compared with $i54m on sales of $L9bn the 
year before. Including the charge, reported earnings fell 
to $88m. Rockwell recorded higher operating warnings in 
its automation and avionics businesses, which recorded a 
15 per cent increase in profits between them; to $2lBm. 
This was offset by a 47 per cent fall in earnings from semi- 
conductors, to $43m. Richard Waters, New York 

ENERGY 


Enron advance fuels share rise 

Shares in Enron climbed nearly 5 per cent yesterday 
morning as the Houston-based energy group beat most 
Wall Street forecasts with earnings of 53 cents a share in 
the final quarter, a 10 per cent rise on the same period a 
year before. Net income rose 29 per cent to $169m. 

The stronger earnings came at the end of a year tn 
which Enron had taken after-tax charges of $537m, moves 
which the company said would remove some of the uncer- 
tainty of contingent liabilities from its balance sheet and 
leave it with a stronger platform from which to grow. The 
charges reflected the settlement of a dispute over the 
J-block gas contract and depressed margins in the MTBE 
business. They were offset in part by a $66m after-tax gain 
from asset sales. Full-year net income fell from $584m, or 
$2.16 a share, to $l03m, or 32 cents. Richard Waters 

HOTELS 


Hilton hits revised forecast 

Hilton Hotels, which at the end of last year saw its $9.8bn 
hostile bid for ITT hotel and casino group defeated, yes- 
terday reported fourth-quarter earnings before nonrecur- 
ring charges and an extraordinary loss of 25 cents per. 
share. 

In December, Hilton shocked Wall Street by announcing 
that it expected fourth-quarter earnings to be between 25 
cents and 29 cents per share, well below analysts' expecta- 
tions of 37 cents a share. In the same period the year 
before, Hilton achieved earnings per share of 24 cents. 

Hilton said that the non-recurring items in the quarter 
resulted in a pre-tax charge of $119m. or 28 cents a share, 
an an after-tax basis. It included a write-off of expenses 
related to the company's failed attempt to acquire ITT. 

William Lewis, New York 

AIRLINES 


Northwest sees further growth 

Northwest Airlines said it saw more earnings growth in 
1996 but It was scaling back operations in poor-performing 
Pacific routes. The company reported fourth-quarter oper- 
ating net profits per diluted share of $1.06, compared with 
19 cents a year earlier and a First Call estimate of 94 
cents. Northwest said it was comfortable with analysts’ 
estimates that put the airline's 1998 earnings at $5.60 a 
share. First Call's consensus projection was $5.68, 

Agencies, New York 


Costs check Monsanto advance 


By Nikki Tait in Chicago 

Partly as a result of a sharp 
rise in new product-related 
expenditure and partly 
because of writeoffs related 
to acquired R&D activities, 
Monsanto, the US pharma- 
ceuticals, biotechnology and 
agriproducts group, yester- 
day reported after-tax profits 
from continuing operations 
of $294m. or 48 cents a share. 

This compared with earn- 
ings in the previous year of 
$413m, or 69 cents a share. 
Sales on the continuing busi- 
nesses rose from $6.3bn in 
1996, to $7.5bn last year. 

But the company said that 


if the costs of restructuring 
the group - it spun off its 
chemicals arm as a separate 
listed company last year - 
and the in-process R&D 
write-oEfe were excluded, net 
profits last year would have 
amounted to $749m, or $1.23 
a share. That would have 
compared with $670m in 
1996, after similar adjust- 
ments, or $1.12 a share. 

These adjusted figures, 
moreover, are struck after 
the very large increase in 
“growth-related” spending, 
incurred as the company 
pushes for new products in 
both the genomics and phar- 
maceuticals fields. 


Monsanto said . that 
growth-related expenditures 
- which encompass both 
R&D and the marketing and 
technical services to support 
this - rose more than 60 per 
cent, from about $800m to 
$15hn. 

On an earnings per share 
basis, that expenditure 
worked out at about $1.51 a 
share - overtaking the 
underlying $1.23 a share 
earned by the group. 

Monsanto added that it 
expected this new product- 
related spending to rise fur- 
ther in 1998, although it 
declined to quantify the 
anticipated scale of this 




year’s rise: “This investment 
is targeted for the rapid 
commercialisation of the 
more than 60 potential sew 
products in our pipeline,” 
said Robert Shapiro, chief 
executive. 

The company cautioned, 
however, that the Asian eco- 
nomic downturn could have 
an impact in 1998. Sales to 
the region, are less than 10 
per cent of the total and the 
area accounts for a smaller 
proportion of profits. ... 

Nevertheless, Monsanto 
said it was anticipating that 
the problems "would detract 
somewhat from earnings in 
1998”. 
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COMPANIES AND FINANCE: EUROPE 


EUROPEAN NEWS DIGEST 


Allianz issues 
DM2bn bond 


Allianz, Germany's largest insurer, yesterday took a first 
step towards divesting its stake In Deutsche Bank in a 
DMSbn (S l.i bn) convertible bond issue. Proceeds from the 
bond, which is exchangeable into Deutsche shares 
at a 25 per cart premium to yesterday's closing price, will 
go towards Allianz’s planned acquisition of AGF, the 
French insurance group. 

“This is part of our plan of divesting our non-core 
assets so we can focus purely on insurance," said Stephan 
Tbeisslng. head of corporate finance at Allianz, The Ger- 
man insurer has a stake of between S and 10 per cent in 
Deutsche Bank. Yesterday’s offering represents up to hair 
of the Allianz stake In Deutsche Bank should Investors 
convert the bond into shares. 

Allianz also plans to raise DMSbn in a series of equity 
issues and about DM3bn in bond issues to help raise the 
DMBbn it needs to acquire 51 per cent of AGF. The five- 
year convertible bond will pay a coupon of 3 per cent The 
issuer can call the bond after three years. Allianz said the 
transaction had no implications for its 10 per cent stake 
in Dresdner Bank. 

Yesterday's deal is the mirror image of a DM868m con- 
vertible bond Issued by Deutsche Bank last year which 
investors can convert into shares in Allianz. Deutsche 
Bank owns a 10 per cent stake in Allianz. The deal was 
lead managed by SBC Warburg and Dresdner KJeinwort 
Benson Edward Luce 

■ INSURANCE 

Mapfre in Caja Madrid deal 

Mapfre, Spain's leading insurance group, has signed a 
strategic agreement with Caja Madrid, the Madrid-based 
savings bank, which will aid its expansion in Latin Amer- 
ica where it is already the biggest foreign -owned insurer. 
Hie agreement, signed by Mapfre Mutualidad. a member- 
owned motor insurance specialist which controls Corpora 
ddn Mapfre, the listed holding company, is the first 
domestic alliance between an insurer and a financial 
institution. Caja Madrid, the sixth-ranked financial group 
in Spain, lacked a strong Insurance business to compete 
with those developed by rivals In association with non- 
Spanish insurance groups. 

Caja Madrid will distribute Mapfre products in Spain 
and take small stakes in the Insurer’s Latin American 
subsidiaries. Mapfre will acquire 20 per cent of the saving 
bank's insurance arm. The agreement also allows Caja 
Madrid to acquire an initial 20 per cent of Banco Mapfre, a 
banking unit with 129 offices controlled by the insurance 
group, with an option to build up its equity to 51 per cent 

■ Bankin ter, the largest of Spain's mid-sized banks, lifted 
1997 net attributable profit 52 per cent to Ptal8bn ($116m) 
- in line with forecasts. Earnings from fee commissions 
and trading operations, together with lowered provision- 
ing, offset a 1.6 per cent drop to Pte36.5bn in net Interest 
income. 

A strong balance sheet saw a 31.3 per cent increase in 
its customer deposits and a 272 per cent rise in its loan 
portfolio, reflecting domestic economic growth and rising 
consumer confidence last year. Bankin tar, one of the most 
highly capitalised banks In Spain, said bad debts repre- 
sented 0.65 per cent of its total lending and that coverage 
of non-performing loans stood at 1832 per cent 

Tom Burns. Madrid. 

■ SWEDEN 

Esselte pictures frame sale 

Esselte. the Swedish office arid labelling products group 
undergoing a strategic revamp, said yesterday It expected 
to sell its picture framing business by mid-year. Jan 
KvamstriSm, chief executive, said seven companies had 
expressed Interest in its US-based Nielsen & Bain bridges 
subsidiary. 

Nielsen & Balnbridge had operating profits of SKrl58m 
(519.7m) last year on sales of SKrL4bn. Blacks tone, the US 
investment institution, is advising on the sale. Esselte, 
which yesterday reported a drop in full-year pre-tax prof- 
its from SKr429m to SKr222m, recently split Its operations 
into three companies, citing a lack of synergies. The 
group said it also planned to spin off its labelling products 
business. 

Esselte said 1997 profits had been held back by a 
SKr252m rationalisation and restructuring charge. Mr 
Kv a rn s trO m , who took over at Esselte In September, has 
shaken up the group's office products division - Its big- 
gest unit — by scrapping Its regional structure. Operating 
profits lh office products declined from SKr462m to 
SKi242m on sales up from SKr7.6bn to SKr8.7bn. Exclu- 
ding except: anals. earnings were SKr406m. 

Greg McJvor, Stockholm 

■ SBC/UBS MERGER 

Latest job round favours SBC 

Executives of SBC Warburg Dillon Read got the lion’s 
share of the latest round of appointments at the combined 
investment banking subsidiary to be created by Swiss 
Bunk Corporation's merger with Union Bank of Switzer- 
land. BBC staff gained about three-quarters of the 80 jobs 
announced yesterday. Another 20 at the same m an aging 
director level have yet to be filled. The banks hope to 
complete the list by mid-February. The merger is expected 
to cost 6,000 investment banking jobs, more tha n half in 
London. 

App ointm ents included Robert Gillespie (SBO and Mal- 
colm Le May (UBS), co-heads of European corporate 
- finance; John Costas (UBS) and Stephen Oristaglio (SBC), 
co-heads of fixed income; Rory Tapner (SBC), head of 
equity capital markets; Alan Hodson (SBO, global head of 
equity distribution; and T.J. Lira (UBS), head of rate 
derivatives and structured products. 

Clay Harris. Banking Correspondent 

B AIRCRAFT 

Snecma forecasts return to profit 

Snecma, the French aircraft pwgbrg group, said yesterday 
It would report a net profit of “slightly more than” 

FFrSXkn ($8i2m) for 1997, compared" with a loss of 
FFr28Qm & year earlier.. Sales rose 23 per cent to FFr23bn. 

. Jean Paul Bechah chairman, described 1997as a "good 
year? in which the company exceeded its targets. He said 
1993 sales should rise by more than 20 per cent to 
FFrSHhri, and that the company expected earnings to rise. 

. K '■ AFX News, Paris 

■ CHEMICALS 

Degussa^ Huls in merger talks 

MergiarcteOks between Degussa. the German chemicals, 
metals- andhealthcare company, and Hfrls,ihe c hemi c a l .. 

subsidiary of Yeb^wlU start next month, Uwe-Emst 

Bufe,' Dflg nktM yhgtnnq n, said yesterday. His comments 


I fi*) 1 .TV-irV.V,"; ^ Tvs “i 


- Veha, ah. enargy and industrial group, has made clear, 
that itwantstocombine the twooperations. Mr Bufe said 
Degusea was “open^^bput a merger with Hals. However, 
Vebabad agreed that Degussa should remain a quoted 
company.JTVeare confident that a further strengthened 
De|uasaWfll be created,” he said. Degussa said pre-fax 
profits, in tbefirpt quarter of this year- jumped 26 per emit 
toDMi^n (5782m). with sales up 15 per cent to DM4hn. 
Mr J3ufe repeated the company's forecast that profits . 
woukLilse this year, although he said this would depend 

COLthfr financial ITfrift in A 6 * 3 * befng /yintolned .. 
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Aircraft prices down a fifth, says Dasa 


By Graham Bowtey 
In Munich 

Fierce competition between 
aerospace producers has cut 
world aircraft prices by a 
fifth over the last two years. 
Daimler-Benz Aerospace of 

Germany said yesterday. 

The admission, by one of 
the four partners In Europe's 
Airbus civil aircraft consor- 
tium, is the most precise 
estimate yet by a leading 
manufacturer of how 
cut-throat rivjflry in the 
industry is eroding prices. 

It Is evidence that produc- 
ers are sacrificing profits as 
they battle for a share in 
world markets. Dasa cited 
Boeing, the US manufacturer 
which Is Airbus’s arch-rival, 
as the chief culprit 


Manfred Bischoff. Dasa 
chler executive, said: “There 
is a crumbling of prices in 
certain markets. The prices 
are dictated by Boeing. We 
arc followers in this case.” 

He also warned that the 
crisis in Aslan economies 
would have a damaging 
effect on aircraft sales. 

Mr Bischoff delivered the 
warnings as be revealed that 
the Munich-based company 
bad achieved record orders 

and sales last year. 

Hu said the strong dollar, 
an upswing in aircraft 
demand and cost-cutting 
measures had produced a 
result “beyond all expecta- 
tions". 

All Dasa's six business 
units - including satellite 
and defence interests as well 
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Manfred Bischoff: The prices are dictated by Boeing. We are followers in this case' %um 


as military and civil aircraft 
- had returned to profit. 
Sales rose 20 per cent to 
DM15.3bn ($8.3bn). and 
orders by 14 per cent to 
DMl9.1bn. 


But Mr Bischoff cautioned 
the decline in prices would 
hit profits and the company 
in 1998 would not repeat this 
year’s strong performance, 
which he described as a 


“firework display”. 

“This fall in prices in all 
the major markets means 
that profits cannot be 
increased in line with reve- 
nues and in line with the 


recovery in the value of the 
dollar." Mr Bischoff said. 

He conceded that Dasa bad 
failed to meet the 12 per cent 
target for return on capital 
required by its parent, 
although he said it was 

expected to meet the target 
this year. 

Mr Bischoff, who is due 
this year to become the 
chairman of the Airbus 
supervisory board, said Air- 
bus was on course to become 
a limited company by the 
start of next year. 

At present .Airbus - owned 
by Dasa. Aerospatiale of 
France, British Aerospace 
and Casa of Spain - is a 
French legal entity that does 
not publish accounts or 
make profits or losses in its 
own right. 


GM comments ‘sour’ Opel five-year job deal 


By Andrew Fisher in Frankfurt 

Adam Opel, the German subsidiary 
of General Motors of the US. yes- 
terday announced a package of 
investments, job cuts and wage 
curbs to improve efficiency and 
hold down cost growth over the 
next five years. 

But employee representatives 
said the 10-month negotiations had 
been soured by comments from GM 
executives on the need for job 


reductions of up to 30 per cent in 
Europe. 

Opel’s European works council 
had demanded an explanation, said 
Rudolf M Oiler, head of the German 
council. 

Under the new job security 
agreement, Opel has promised 
there will be no compulsory redun- 
dancies up to the end of 2002. How- 
ever, it said it expected a reduction 
of up to 4,000 jobs at its main 
RUsselshclm plant near Frank- 


furt, which employs nearly 25,000. 

This would be achieved by volun- 
tary’ means, such as early retire- 
ment, non-replacement of workers 
who leave, and greater working 
flexibility. 

Opel employs nearly 47,000, with 
a reduction of about 1,200 planned 
for 1998, mainly in ROsselsheim. 

The company has also pledged to 
invest at least DM 750m ($408m) 
over four years to modernise the 
ROsselsheim plant. Production will 


be held at 275.000 vehicles a year. A 
further DM450 m is envisaged for a 
new engine plant at Kalserslauten. 

On the Labour side, the agree- 
ment states that employees will 
forgo 1.25 percentage points of 
agreed annual wage increases, thus 
halving the 2~5 per cent rise agreed 
for this year. 

David Herman, chairman, said 
the package would strengthen 
O pel's competitiveness. Fewer 
people were now needed to build 


cars as a result of new vehicle 
designs and advances in technol- 
ogy and productivity. 

Mr Mtlller called the agreement a 
compromise with which all sides 
could live - “not a victory (For the 
works council], but also not a 
defeat”. 

He spoke in support of Mr Her- 
man, now in the second year of a 
second five-year contract, in spite 
of widespread speculation that he 
will be replaced this year. 
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COMPANIES AND FINANCE: ASIA-PACIFIC 


Toshiba cuts profit forecast to YlObn 


. ASIA-PACIFIC NEWS DIGEST V 


By Michiyo Nakamoto in Tokyo 


Toshiba, one of Japan's leading 
electronics companies, warned yes- 
terday tbat group pre-tax profits 
would plunge to YlObn iS77.6m), 
compared with its previous fore- 
cast of Y95bn. It blamed poor sales 
of personal computers in the US 
coupled with weak demand for 
many of its mainline products in 
Japan and the sharp decline in 
semiconductor memory prices. 

The latest forecast, which com- 
pares with consolidated pre-tax 
profits of Yl25.5bn in the year to 


last March, highlights the severity 
of the downturn in the company's 
markets. 

Toshiba's forecast was worse 
than most analysts had expected. 
“They don’t match NEC in terms of 
semiconductor profitability, while 
consumer electronics Is not their 
core business," said Scott Foster, 
industry analyst at ING Barings. 
He said the key to Toshiba’s 
rebound depended on whether a 
recent rise in semiconductor prices 
was sustainable. 

Group sales are expected to fall 2 
per cent to Y5,350bn. compared 


with an earlier forecast of Y5,5Q0bn 
and sales last year of Y5,453-4bn. 

Net profits are expected to fell to 
YlObn from an earlier forecast of 
Y60bn. against Y67.1bn last year. 

Toshiba aspects to make a loss in 
its PC business. - It pointed to 
severe pressure in the US computer 
market, where its top-end desktop 
PCs had failed to mgk* inroads, 
anti a sharp iaH in PC demand in 
Japan. Sales are forecast at 
Y700bn, against Y740tm last year. 

Toshiba's desktop PCs, which 
have multimedia functions and a 
DVD- Rom drive, have struggled to 


compete with the low-cost PCs that 
have captured market share In the 
US. “Our high-end products did not 
match market needs," Toshiba 
said. 

Toshiba denied it was pulling out 
of the home market for desktop 
PCs, but said it would concentrate 
more on the business market 

In the notebook market, the com- 
pany has suffered from price 
declines triggered by falling prices 
of liquid crystal display panels and 
memory chips. 

Urn sharp fens in semiconductor 
memory prices are also patting 


pressure on profits. Sales of semi- 
conductors are expected to reach 
YgoObn, rather than the YS25bn 
forecast earlier. Howevev Toshiba 
expects to make a pro fi t in semi- 
conductors on the strength of its 
non-memory products. 

Toshiba also faced a difficult 
environment in consumer electron- 
ics markets, particularly in Japan, 
where demand for large-ticket 
items has been hurt by a rise in the 
consumption tax. It expects an 
operating loss of Y30bn in the divi- 
sion, compared with a Y17bn lass 
last year. 


HK telecoms joins the modern era 

End of Hongkong Telecom’s monopoly brings competition and new technology 


T he end of the United 
Kingdom's last signifi- 
cant monopoly in 
Hong Kong catapults the ter- 
ritory's telecommunications 
sector into the ranks of the 
developed world. 

With the phased removal 
of the direct-dial interna- 
tional telecoms monopoly - 
now held by Hongkong Tele- 
com. which is controlled by 
Cable and Wireless of the 
UK - Hong Kong is seeking 
to guarantee its position as 
Asia's leading telecoms bub 
and to run the industry in 
line with the worldwide 
trend of liberalisation. 

This, analysts say, is good 
for most consumers as com- 
petition should translate 
into cheaper bills. It is also 
seen as good for Hong Kong, 
whose role in Asian telecoms 
will be enhanced by the 
reduced rates. 

But there is less consensus 
on whether or not the deal is 
good for Hongkong Telecom, 
erstwhile monopoly and still 
the dominant operator in 
both the domestic and inter- 
national markets. 

On the positive side. Hong- 
kong Telecom receives a 
compensation package val- 
ued at about US$1. lbn. 
including HK$6.7bn 
<US$866m) in cash; it has 
advance knowledge of how 
the deregulation of the 
Industry will pan out: and it 
has certain pricing con- 
straints lifted. It also has a 
nine-month grace period in 
which to restructure itself 
for the onslaught of competi- 
tion. 

At the same time, how- 
ever. it sees a reduction in 
delivery fee payments and 
faces an unprecedented 
wave of competition in a 
core activity which gener- 
ates an estimated 50 per cent 
return on investors' capital. 
“Competitors will flood the 
market.” says Ni Q. Lai. 
regional telecoms analyst at 
Credit Suisse First Boston in 
Hong Kong. 

Deregulation is rapid. The 
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monopoly ends, in practice if 
not in name, from the begin- 
ning of next year, when 
international simple resale 
(TSR) of voice traffic is intro- 
duced. With ISR. an interna- 
tional operator can lease 
international circuits and 
resell capacity to end-users. 
It requires minimal equip- 
ment or capital expenditure. 

The US experience shows 
ISR to be hugely popular it 
is also ISR which has 
allowed Swift call to continue 
undercutting British Tele- 
communications, in spite of 
the latter's attempts to 
reduce its international 
charges. 

According to Adam Quin- 
ton, regional telecoms ana- 
lyst with Merrill Lynch in 
Singapore, this is because 
the economics are so appeal- 
ing. "The explosion of US 
resale [currently most preva- 


lent on the Mexico. Canada 
and UK routes] is just 
another manifestation of 
industry liberalisation 
unleashing new forces to 
attack the high returns still 
available in the interna- 
tional telephony market,” he 
says. 

For Hongkong Telecom, 
the hit wfl] come on reve- 
nues. The switch to ISR will 
mean it takes a smaller slice 
of revenues on calls gener- 
ated by competitors. 

ISR bypasses the 
accounting rate system - 
whereby carriers pay each 
other for completing 
international calls - which 
was a subject of dissent The 
US Federal Communications 
Commission was proposing 
to slash the rate paid to 
Hong Kong and other Asian 
carriers: under the newly 
liberalised scenario, it will 


disappear altogether. 

Nonetheless, Hongkong 
Telecom retains certain 
advantages. “It puts it on a 
more level playing field 
against the competition, and 
with Its size Hongkong Tele- 
com is well placed to exploit 
that," says David Gibbons, 
telecoms analyst at HSBC 
James Cape! in Hong Kong. 


H e adds that Hong- 
kong Telecom is bet- 
ter prepared for 
competition. Its market 
share of international traffic 
has been steadily eroded by 
callback operators, whose 
mechanism of routing the 
call via a computer which 
then bounces it back as an 
incoming (rather than outgo- 
ing) call exploits a loophole 
in the n>D monopoly. 

Callback services are 
offered by the competing 


fixed-line operators as well 
as several smaller dedicated 
companies such as CTL Mr 
Gibbons estimates that 
Hongkong Telecom's inter- 
national market share is 
now about 70 to 75 per cent 

Moreover, the Hong Kong 
government had already lib- 
eralised ISR for fax and data, 
which make up about one- 
fifth of total traffic. “It is 
moving from partial compe- 
tition to fall competition, so 
the transition will be rather 
less marked.” he says. 

A bigger blow could be 
dealt to the three fixed-line 
competitors - Hutchison 
Telecom, Wharf New T&T. 
and New World Telephone 
They are vulnerable to 
attack on both sides: from 
new competitors who are 
likely to be targeting the 
same customer base, and a 
more competitive Hongkong 
Telecom freed of several of 
its price controls. 

Mr Quinton points to the 
UK example: Mercury 
suffered very badly when the 
market was first liberalised, 
while the d ominan t BT held 
off the pain for a few years. 

“Since any price-sensitive 
customer has already 
migrated to a new service, a 
more attractive price could 
persuade these customers to 
hop again to other opera- 
tors.” 

For Hongkong Telecom, 
the balance of compensation 
for lost opportunity is 
almost academic. The pace 
of liberalisation has been 
unrelenting in telecoms, and 
after Singapore agreed to 
open up Hong Kong had 
little alternative but to fol- 
low suit. 

“Clearly, monopolies are 
going out of fashion like 
mink coats,” says Mr Gib- 
bons. “Cashing in the value 
of that business and rede- 
ploying it elsewhere is a 
good move.” 


Kia looks 
at link-up 
with GM 


By John Bistort In Seoul 


Louise Lucas 
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Kia Motors, the South 
Korean carmaker, is consid- 
ering an aTiian«» with Gen- 
eral Motors of the US in 
manufacturing car compo- 
nents, Park Je-hyuk, presi- 
dent, said. 

GM has offered to provide 
capital and technology to 
several of Kia’s car compo- 
nent subsidiaries, including 
Kia Precision Works and 
Kia Heavy Industries. 

Jack Smith, GM fhairman, 
said last month that the US 
carmaker was studying the 
possibility of strengthening 
its car components business 
in Korea by taking stakes in 
local companies. 

GM has a components 
joint venture with Daewoo, 
Korea's second largest 
carmaker, and apparently 
intends to become a key 
parts supplier for the 
Korean car industry 
following the recent 
bankruptcy of Mando 
Machinery, the biggest 
domestic supplier. 

Kia, which was national- 
ised in October after going 
bankrupt, has said it has 
kept Ford Motor, its largest 
foreign shareholder, 
informed of its talks with 
GM. 

Kia is also hoping to 
strengthen marketing ties 
with Ford, which holds 
a 16 per cent stake in 
Kia, through the overseas 
sales or Kia vehicles 
through Ford’s distribution 
network. 

Meanwhile, the trade and 
Industry ministry said US 
and Japanese companies had 
expressed interest in acquir- 
ing Kia Steel, which sup- 
plies speciality steel prod- 
nets to the car industry. 

Hyundai and Daewoo, 
Korea’s two largest car- 
makers, have also offered to 
co-manage Kia Steel in an 
alliance with the parent Kia 
group. 
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Mitsubishi Electric eyes phones 


Mitsubishi Electric aims to 
become the first electronics 
company to enter Japan's 
international telephone mar- 
ket by leasing lines from 
KDD. the leading interna- 
tional carrier, writes Mlch- 
iyo Nakamoto in Tokyo. 

Mitsubishi said its 100 per 
cent-owned subsidiary Mit- 
subishi Electric Information 
Network (Mind) planned to 
enter the international sim- 
ple resale business next 
month. 

Mind expects to offer inter- 


national call services at 
about half the rates charged 
by KDD by leasing lines 
from KDD and connecting 
them to the public network. 

This would be the first 
time In Japan that a com- 
pany which is not a telecoms 
carrier offered international 
telecoms services to the pub- 
lic. according to the Ministry 
of Posts and Telecommunica- 
tions. Late last year, the 
MPT announced the deregu- 
lation of international sim- 
ple resale. 


Mind will target mainly 
the business market but will 
also make its services avail- 
able to residential users. The 
company, which already pro- 
vides telecoms facilities such 
as internet and intranet ser- 
vices, expects sales to rise 
strongly this year to Y27bn 
($209m) from Yl9.7bn. 

The liberalisation of inter- 
national simple resale is 
expected to inject greater 
competition into the Japa- 
nese market, where interna- 
tional rates remain high. 
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United Distillers, the spirits ana of the former Guinness 
group, is to poll oat af marketing fis Johnny Walker and 
Old Parr brands of whisky in Japan, as ripples from Iast- 
year’s merger (rf&andMet and -Guinness to form Diageo 
spread to Japan: ' ,V 

HandUng of the brands will be transferred to Jardiue 
Wines and Spirits, a joint venture in which United Distill- 
ers and Mo6t Hennessy, part-owned by G uinn e s s, both . 
have stakes, together with JardineMatheson, the Hong 
Kong-based trading company. United Distillers will close - 
its Japan subsidiary next month, with the loss of 170 jobs, 
bat will ask Jardine Wines and Spirits to 'take on all its 
former employees. ' • 1 _ 

The Johnny Walker brand has been suflOTing from ' 
decreasing prestige in Japan as whisky prices have tum- 
bled over the past decade, and parallel imports have hit 
sales from official distributors. 

But there are hopes that the whisky market could pick 
up year as a result of a tax cut last October, forced . 

through by the World Trade Organisation 'to bring 
Japan’s duty on whisky closer to that levied on shochu, a 
locally produced strong spirit. Further reductions in the 
whisky tax are planned. .. Bettian Hutton, Tokyo 


THAILAND 


PTTEP reserves hit 99m barrels 


PTT Exploration & Production. Thailand's only listed oil 
and gas producer, said yesterday that its total proven 
hydrocarbon reserves had risen to 99m barrels of oil 
equivalent (boe). up 20 per cent.frpm the end of 1996. The 
company said probable and possible reserves were 688m 
boe, up 31 per cent. . . ... 

The share price ofPTTEP, a core holding of many for- 
eign investors in the Thai stock market, rose L3 percent. 
to close at Bt466. The company^ annual reserves 
ann o uncement is considered crucial in determining the 
value of tiie company. 

The Thai government,: via the Petroleum Authority of 
Thailand, expects later this year to sell additional stakes 
of PTTEP either on the stock market or through a private 
placement as part of a privatisation programme agreed 
with the International Monetary Fund. 

The company said tiie rise in proven reserves was 
mainly the result of new appraisals of wells north of the 
country's mam offshore producing areas - Pailin and 
Moragot - and new reserves added when the company 
farmed-ln on Banna’s offshore Yetagtm field. . 

Ted Bardocke, Bangkok 


TRAVEL 


Japan Airlines cats HK flights 


Japan Airlines, the country’s largest carrier, is to make 
sharp cuts in the number of Bights between Japan and 
Hong Kong in response to steep falls in passenger num- 
bers on the routes. 

Tokyo-Hong Kong flights will be reduced from four to 
three a day from April, reducing total Japan-Hong Kong 
Rights to 49 from 56 a week. Flights to tiie US and Europe 
will increase, with a new Nagoya-Los Angeles service 
three times a week. -. .. 

Paul Smith, transport analyst at HSBC James Capel 
Securities in Tokyo, said that cuts in the HongKoag ser- 
vices were not unexpected. Japanese. tourism to Hang 
Kong has fallen off dramatically since the July 1997 hand- 
over to China, Other Asian destinations are attracting 
more business, and JAL plans to add more flights to 
mainland China, although these are not yet fixed. • 

JAL’s flights to the US are set to increase by eight a 
week, but competition on the routes is likely to grow as a 
result of a US-Japan aviation accord, due to be agreed this 
week. Bethan Hutton 


RETAILING 


Woolworths wins Country Road 


Woolworths Holdings, the South African retailer, said yes- 
terday it had secured a controlling stake in Country Road, - 
the Australian clothing retailer, two days before the. dead- 
line for shareholders to accept its A$138m (US$92m) take- 
over offer. The bid had been rejected earlier by many 
investors, with the share price trading up to J&20 before 
closing at tiie offer price of $2 on Tuesday. In a hard- 
fought takeover attempt, Woolworths succeeded on Tues- 
day in raising its stake to 59 per cent, gaining a 20 per 
cent stake in 24 hours. 

Leading shareholders. Including Australian Retail 
Investments and Portfolio Partners, have opposed the bid 
and earlier tried to build a blocking stake, saying Wool- 
worths’ offer was too low. Syd Muller. Woolworths execu- 
tive chairman, said yesterday that his company had been 
inundated with acceptances of the bid, which valued 
Country Road at $l38.11m. “Shareholders have concluded 
that our offer is attractive and provides the opportunity 
to sell at a premium price . . . this is despite all the nega- 
tive posturing of some parties,” he said. Woolworths has 
said it would move to delist Country Road if it acquired 
50.1 per cent of the company. Owen Robinson, Sydney 
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US$ 150,000,000 

Floating Rate Depositary Receipts due 1999 




RESULTS FOR 1996/1997 


In accordance with the Terms and Condfcons of the ReoefcJts, 
notice s hereby given that for tie Interest Period from Janu- 
ay 21 . 1 998 to July 21 , 1 998 he Receipts will carry an Inter- 
est Rate of 5.90625 % per annum. 


The Interest Amount payable on the relevant Interest Pay- 
merrtOstB, Jufy2I, T 998 wS be USS296S5 per US$ 10.000 
principal amount of Recent 

and USS 7,42X83 per Agents** 
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fix the Iiueiwt Period 20th 
jamaij. 1998 a, 20* Apni. IW8 
the Note* will cany a Rare of 
Interest of 5.6 125% per annum, 
the lorena Amount payable per 
U.S. $5,000 Note will be U.S. 
$72*6 and for die U.S. $100,000 
Note will he U.S. $1,453.12, 
payable on 2Ckh April, 1998. 
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Beaker* That 

Centpwfc London Apt nt Bank 


The Supervisory Board, chaired by Mr Andr£ 
P. GUI CHARD, met oa 19 January 1998 and 
reviewed the management report and 
accounts for the year ended 30 September 
1997 as presented by the Management Board, 
chaired by Mr Jean- Pierre Gui chard. 
Consolidated turnover of FRF 1,873 million 
is 6.2% higher than the previous year 
(compared to a forecast 5% growth). 

The first half of the year now ended showed 
ou/y modest growth of 5%. The second half 
however saw sustained growth (+10%) which 
included strong performances from France, 
Scandinavia and the Benelux countries. 

The only shadow was Germany which 
suffered further slippage in order intake from 
the former East German States which was not 
offcel by the rest of Germany. 

Group net profit, after amortisation of 
goodwill was FRF 94.6 million (5.1% of 
turnover), a modest decline compared to the 
previous year (FRF 98 million, equal to 5.6% 
of turnover). 


M.PRUD 'HOMME S.A. (MPSA.) will 
acquire the mail order activities covering 
equipment, accessories and consumables for 
the private telecommunications markets 
(standard and cordless phones, GSM, fax and 
answering machines), distributed via the 
‘‘ALCATEL Diffusion” catalogue. . 

Even though the scale of this transaction is 
not significant in the context of group 
turnover; it is important to MPSA as it mil 
make a major contribution to the recovery in 
growth for this business and provide 
additional expertise in a market that is 
expanding rapidly. 


Developments 

Agreement has been reached with 
ALCATEL BS whereby onr subsidiary. 


Prospects for 1997/1998 
Turnover should reach the FRF. 2 billion 
mark during 1997/1998, an increase of 7% as 
evidenced by the promising first quarter 
results : group sales were FRF 563 million - 
(a 13% increase) and. Manutaa &A. Sales 
were FRF 236 million (an 18% increase). 
At the next Annual General Meeting, it will 
be proposed to increase the distribution to 
25% of group net profit after amortisation of 
goodwill This win provide a dividend' of 
FRF 4.80 per share inclusive of tax taedh. the 


same as a year earher.- 


MANUTAN : a complete service to business, b ^CATALOGUE • 
GENERAL EQUIPMENT - HANDLING - LIFTING - STORAGE - OFFICE - WORKSHOP ' 


\ 
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COMPANIES AND FINANCE: INTERNATIONAL 


Wave of mergers 
sweeps Indonesia 


Gdynia takes Polish shipyard lead 



A worker at the troubled Gdansk shipyard: nearby Gdynia has made a bid for its assets me* wue**. 


By Sander Thoenes 
in Jakarta 

Indonesia’s banks and 
rcinglnmerates announced a 
wave of merger and acquisi- 
tion plans yesterday as part 
oT their struggle to survive a 
looming ' debt crisis and 
liquidity squeeze. 

Bank Danamon. the sec- 
ond largest listed bank 
which has denied rumours of 
impending collapse, said it 
was finalising talks . on a 
merger with a number of 
small banks but would not 
disclose details, although 
some bankers involved said 
Lippo Bank could be one of 
its partners. 

Dharmala and Putra Surya 
Perkasa, the finance and 
property groups, Intend to 
merge their property subsid- 
iaries which were badly 
exposed to short-term off- 
shore borrowing when the 
rupiah crashed. 

Scotiabank of Canada 
plans to raise its stake in 
Bank Ary a, a small retail 
bank, from 35. per cent to 49 
per cent LG Electronics of 
South Korea has bought out 
Astra Electronics, part of the 
Astra group, from a local 
Joint venture. 


The merger and acquisi- 
tion plans are the first evi- 
dence that hanks and compa- 
nies are restructuring to 
stave off collapse. News of 
more mergers in the making 
attracted buyers for bank 
shares on the Jakarta Stock 
Exchange yesterday, push- 
ing the index up 2 per cent. 

Most of Indonesia’s 225 
banks and many conglomer- 
ates have been pushed to the 
brink of bankruptcy by a 
liquidity squeeze and a col- 
lapse of the rupiah. The 
exchange rate has dropped 
from Rp2.600 to the dollar in 
August to Rpio,575 yester- 
day, swelling off-shore debt 
and triggering fears among 
investors of massive 
defaults. 

Private off-shore debts 
exceed $66bn. In addition to 
at least $15bn in commercial 
paper, and estimates of loans 
due this year range from 
S30bn to $60bn. Lenders have 
remained quiet on forced 
roll-overs on loans to many 
large conglomerates but 
some have mentioned Steady 
Safe, Sekar Bum! and Sierad 
Produce as defaulting on 
short-term debt 

Some banks have offered 
rupiah payments for dollar 


debt. Indicating growing des- 
peration. 

The government has urged 
entcjprises and banks to 
merge or attract foreign 
investors to raise cash. Com- 
pany owners bad been slow 
to respond until recently, 
hoping the rupiah would 
recover, but even last week's 
reform pledge to the Interna- 
tional Monetary Fund failed 
to revive the currency. 

On Monday, two of Indon- 
esia's largest banks, Bank 
International Indonesia and 
Bank Dagan Negara Indon- 
esia. said that they intended 
to merge along with three 
small banks affiliated with 
BDNI. Bakrle group and Tir- 
tamas group have also 
merged subsidiary banks. 

BDNI, althougb only 
slightly smaller than BI1, 
will lose its name in the 
merger, an indication of its 
weak position. BDNI is part 
of the Gajab Tunggal group 
which has been heavily hit 
by the rupiah depreciation, 
but Sinar Mas group, owner 
of BIL also faces large debt 
payments because of rapid 
expansion in its pulp and 
paper industries. 

Both groups have declined 
to reveal financial data. 


By Christopher Boblnski 
In Warsaw 

Gdynia shipyard, which 
showed a profit last year for 
the first time since 1990, is 
emerging as the sector 
leader in Poland after a long 
struggle to stay independent 
of Szczecin, its chief domes- 
tic rival. 

Last year's $7m net profit 
on the sale of nine vessels 
worth $300m has bolstered 
morale among the yard’s 
more than 7.000 employees 
and prompted Gdynia to 
make an ambitious bid far 
the assets of the nearby 
Gdansk yard, which is in liq- 
uidation. 

At the same time, Szcze- 
cin, which has sought to 
take control of Gdynia, risks 
becoming isolated if its 
merger plan, backed by the 
European Bank for Recon- 
struction and Development, 
foils to come to fruition. 
Szczecin also reported a $7m 
net profit last year on sales 
of 22 vessels worth $570m. 

Gdynia, which plans to 
build 12 vessels this year, 
expects $410m in sales reve- 
nue and about SlOm in net 
profits. It is currently 34 per 
cent state-owned, while sup- 
pliers hold 12 per cent fol- 
lowing a debt-for-equity deal. 

Two Polish banks. Bank 
Handlowy and the PBKS, 
part of the Pekao SA group, 


hold a further 39.4 per cent 
and the workforce is entitled 
to Id per cent The yard's 
management and employees 
are negotiating to buy the 
h anks ' stake in a deal which 
should be completed by the 
end of next month. 

According to Janusz 


Szlanta, chief executive of 
Gdynia, the return to profit- 
ability gives the yard a 
breathing space to consider 
its next move. 

This could include the 
immediate sale of stock to a 
strategic investor or a War- 
saw bourse listing, which 


could coincide with a partial 
trade sale. 

The Gdynia bid for Gdansk 
is designed to give Mr 
Szlanta additional capacity 
to develop his yard, and the 
tender is expected to be 
derided by the liquidators by 
the end of ApriL 


The Gdynia consortium 
includes Pekao SA bank and 
Nederpol. a local property 
developer. It also has the 
support of Marian Krzak- 
lewski, the leader of Solidar- 
ity. which has collected 
funds to help save Gdansk, 
the union's birthplace. 


National Mutual 
and Lend Lease 
detail link-up 


By Gwen Robinson 
in Sydney 

National Mutual - Holdings 
and Lend Lease, two of Aus- 
tralia’s largest insurance 
and funds management 
groups. yesterday 
announced details of a plan 
to - merge their core 
operations in Australia and 
New Zealand, possibly by 
the end of March. 

The new entity. National 
Mutual/MLC, would be one 
of the region's largest finan- 
cial services 1 - groups, with 'a 
comhined AJ51bn (US$34bn) 
of funds under management. 

The deal hag been tinder 
discussion since last Octo- 
ber. bat its timing, following 
the previous day’s announce- 
ment of a restructuring by 
AMP, Australia’s largest 
insurance and fund manage- 
ment group, highlighted 
intensifying competition in 
the Australian financial ser- 
vices market 

Executives, from National 
Mutual and Lend Lease said 
their proposed merger was 
partly a response to the glo- 
balisation of the financial 
services industry. “We can- 
not over-estimate the strate- 
gic importance of the pro- 
posed merger,” said Dean 
Wills, chairman of National 
Mutual, who will be chair- 
man of the new entity. 

Lend Lease has extensive 
interests in property devel- 
opment and management, 
while National Mutual is a 
leading fund management 
and insurance company. By 
combining then' businesses, 
they said they would achieve 


recurring cost savings of at 
least AS200m annually, 
which could add Af900m to 
shareholder value. 

Under a non-binding pre- 
liminary agreement, the 
merged entity would be 51 
per cent owned by National 
Mutual and 49 per cent by 
Lend Lease. National Mutual 
would pay Lend Lease 
A$130m as an adjustment fee 
for its larger equity stake, 
whOe Laid Lease would pur- 
chase National Mutual’s 
property management 
operations for A$63m.' ■ 

The group would form two 
joint ventures operating in 
both Australia and New 
Zealand, to be run as a 
single entity under National 
Mutual/MLC. The first would 
combine existing life assur- 
ance, pensions and related 
businesses, while the second 
would include the invest- 
ment management 
operations of Lend Lease 
and National Mutual in both 
countries. 

Both, companies would 
have five representatives on 
the board of each joint ven- 
ture and have equal voting 
rights for the first three 
years. National Mutual, how- 
ever, would have the right to 
appoint the chairman. David 
Clarke, chief executive of 
MLC, would head the 
merged entity and for the 
first three years have voting 
rights as an llth board 
member. 

The deal excludes National 
Mutual’s 69-per cent subsid- 
iary National Mutual Asia, 
which has been expan ding in 
south-east Asia. 


Brierley sale hits 
Coles My er stock 


By Owen Robinson 

Shares in Coles Myer 
tumbled nearly 7 per cent 
yesterday on news that 
Brierley Investments, the 
New Zealand-based investor, 
had sold its entire 7 per cent 
stake' in the Australian 
retailer for about A$5S5m. 

Brierley. took advantage 
on Monday of the recent 
surge in the troubled group's 
share price to record highs, 

. realising a profit of $219xn on 
the sale. ' 

The deal, conducted late 
cm Monday throat Austra- 
lian brokers JB Were £ Son, - 
involved at least' 80m Coles 
' Myras shares at $7.30 each, 

. a discount o f .W. cents to 
the market ‘closing price 
of . $754. . : 

'About - 62m shares were 
widely: -distributed .to local; 
.and 'overseas institutions' 
after fhe^tnariretVdosfi on 
Monday; .Other : investors 
yesterday.appeared to be fol- 
lowing Brierley’& lead. as the 
stock Ml Ea : <*rits to - finish 
at $7.41-011 high turnover of 
13.7m shares.' --'.: -. 

Analysts said Brierley*s 
exit was not a negative, fee-. 

; tar lorCotes Myer, as- the 
retailer’s earnings outlook 
was betta- titouL it had been • 
-for years. However, the mar- 
ket would take some time to 
ateab the stock.' 


Market observers sug- 
gested that Brierley, a large 
investor in Australian blue 
chips, would channel the 
proceeds into other invest- 
ments. including a possible 
addition to its existing 22.9 
per cent stake in Australian 
newspaper publisher, John 
Fairfax. 

Don Conway,' Brierley's 
Australian general manager, 
said , the company was “very 
pleased” with its profit from 
the sale 1 and bad decided to 
sell because “it was time to 
move on to the next invest- 
ment”. ; 

Brierley. which also owns 
Thistle Hotels group in the 
UK, bought the Coles Myers 
shares- from late 1995 
through 1998 tar an average 
price of $<L50 each, paying a 
total of about $S6Bm. 

Brierley began amassing 
its stake in Coles Myer 'as 
investigators raised ques- 
tions about the company's 
corporate governance stan- 
dards and a conqrtex set of 
share deals said to have cost 
the retailer A$18m, 

.Large instit utional shar e- 
holders, Including AMP Sod- 
ety^and- British Telecommu- 
nications, began reducing 
their stakes and finally left 
the share register after the 
main shareholder and dep- 
uty chairman, Solomon Lew, 
refused to leave the board. 


Ail of these securities having been sold, this advertisement appears as a matter of record only. 


$1,688,212,350 



Safeway Inc. 


28,254,600 Shares 
Common Stock 

(par value $.01 per share) 


2,825,460 Shares 

TWs portion of the ottering was offered outside the United States by the undersigned 


Goldman Sachs International 


Morgan Stanley Dean Witter 


Merrill Lynch International 


Donaldson, Lufkin & Jenrette 

In t ern ati onal 


Lehman Brothers 

Salomon Smith Barney International 

SBC Warburg Dillon Read 


Goldman, Sachs & Co. 


25,429,140 Shares 

Thb portion of the offering was offered In the United States by the undersigned. 


Morgan Stanley Dean Witter 


Merrill Lynch & Co. 


Donaldson, Lufkin & Jenrette 

Securities Corporation 

Lehman Brothers 


Salomon Smith Barney 

SBC Warburg Dillon Read Inc. 


January 1998 
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Japanese bank hopes for about £200m for group after removal of bad loan provisions 

Yokohama to sell Guinness Mahon 


By Jane Martinson 


Guinness Mahon, the 
London-based investment 
banking group, has been put 
up far sale by the Bank of 
Yokohama; a leading Japa- 
nese regional bank, after a 
decision to streamline its 
international operations. 

The bank hopes to sell 
Guinness Mahon, which 
combines an investment 
banking business with a pri- 
vate banking operation and 


fund management division, 
as a whole. This should be 
made easier by the removal 
of bad loan provisions which 
have dogged Guinness 
Mahon in recent years. 

The hank's ownership of 

Guinness Mahon has not 

been a particularly success- 
ful one as the problem loans, 
mainly taken on board in the 
1980s, have led to losses for 
most of the 1990s. 

The bank’s initial Invest- 
ment of £65m in 1969 grew to 


almost £200m after a rights 
issue and other share pur 
chases. The group now 
hopes the sale of Guinness 
Mahon, with profitmaking 
individual parts, will make 
nearly £200m ($326m). The 
initial investment was made 
as many financial institu- 
tions were expanding glob- 
ally. The bank is understood 
to have decided to sell Guin- 
ness Mahon before the 
recent market turmoil in 
Asia. 


It has also decided to 
reduce other international 
operations and “unneces- 
sary” cross-shareholdings in 

other Japanese companies, 
in an attempt to position 
itself firmly in the domestic 
market before "big bang” in 
the country's financial ser- 
vices sector. 

David .Potter, Guinness 
Mahon chairman, said the 
group had already been 
approached by potential bid- 
ders. “Over the last couple of 


years we have had numerous 
approaches. " This Interest 
had increased recently. 

Using a rationale similar 
to that of Barclays w hen it 
announced the sale of BZW, 
its investment banking arm, 
Mr Potter said it was con- 
cerned about keeping bid 
tnivc confi den tial Both sides 
would like to see a sale 
“sooner rather than later". 
An adviser to the deal said 
that he hoped the SAte could 
be completed within the next 



Somerfield sales lag sector 


By Peggy HolSnger 



Somerfield, which has been 
the subject of recent bid 
speculation, surprised the 
market with stronger than 
expected interim profits but 
its marginal increase in 
sales growth continued 
to lag the food retailing 
industry. 

Gross margins up by 1 per- 
centage point helped Somer- 
field report a 12 per cent rise 
in underlying pre-tax profits 
to £56. 9m ($92.7m>. 

Including exceptional 
gains, the pre-tax line rose 
from £54. 6m to £60.9m for 
the 28 weeks to November 8, 
on sales ahead from £l.7lbn 
to £1.73bn. 

David Simons, chief execu- 
tive, said it had turned in 
“another solid set of results 
showing an improved perfor- 
mance". Moreover, it had 
not yet exhausted its scope 
for further margin gains. “I 
am convinced we will see 
gross margins grow in this 
business for several years to 


come. 

While admitting that the 
sales increase remained sub- 
stantially lower than the 
industry's 3-4 per cent, Mr 
Simons said there had been 
an improvement in more 
recent trading and sales, 
excluding new space, had 
grown 0.6 per cent in the 
nine weeks to January 10. 

Analysts said that 
although the growth in sales 
was disappointing, margin 
improvements would lead to 
better than expected full- 
year profits. Annual fore- 
casts were raised by about 
£8m to some £ll5m. 

Defending the sales perfor- 
mance. Mr Simons said trad- 
ing in the core Somerfield 
stores had increased by 2.4 
per cent on a like-for-Iike 
basis. This compared with a 
2.8 per cent decline in the 
unconverted stores and a 5.8 
per cent fall in the Food 
Giant discount chain 

Mr Simons refused to com- 
ment on the bid speculation 
which last week fuelled a 7 



Hercules moves 
to reassure 
on overpaying 


By Andrew Edgecfiffe- 

Johnson in London and 
WBSam Hafl in Zurich 


David Simons sees scope for margin gains 


per cent rise in the shares. 

It is understood the group 
has not bad any initial 
approach from a prospective 
bidder. Somerfield shares. 


which have mwi h qpk from 
a peak of 25lp, closed 4p up 
at 241 Vip. 
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Hercules of flw us moved to 
reassure analysts yesterday 
that it would not overpay for 
Allied Colloids, the UK 
chemicals group, despite 
having raised its hostile bid 
twice in seven hours on 
Monday. 

Ciba Speciality Chemicals, 
Hercules’ Swiss rival, was 
last night still considering 
whether to pot in a counter 
offer, after Hercules shares 
fell by $2ft to S46ft- 

One Hercules shareholder 
said he was reassured that 
Keith Elliott, the group’s 
chairman and chief execu- 
tive officer, said that much 
of the directors’ personal 
wealth was in the form of 
Her cules shares »nd options, 
so they had every incentive 
not to overpay in an auction. 

Ciba is believed to be con- 
sidering less drastic cast-cut- 
ting than Hercules, and is 
keen to retain Allied's senior 
management. Its original 
recommended bid proposal 
was hammered out with 
Allied's board and advisors 
at Schroders in the Savoy 
Hotel ova: the weekend. 

Morgan Stanley cut its 
forecast of Hercules* 1998 
earnings yesterday, but Mr 
Elliott told analysts that the 
sterling/doDar exchange rate 


had moved in Hercules’ 
favour since it first bid 
SLHbn in November. 

He added that the bid 
would still benefit 1999 earn- 
ings at the current price of 
gi ashn Its current 

I95p per share bid compares 
with an original price of 
155p, and with Ciba’s 

sm rmnnrpmpn t OH Monday 

that it was considering a 
182.75p recommended offer. 

Allied's shares rose 3p to 
299%p yesterday as analysts 
speculated that Ciba might 
ret u rn with a bid of 200p- 
2i0p. Hercules disclosed that 
it bought a &56 per cent 
stake on Monday at I95p per 
share. This compares to the 
4JS7 pm cent stake bought by 
Ciba at 182p. 

It emerged that trustees of 
a long-term incentive plan 
for Allied Colloids’ manage- 
ment bought 44&000 shares 
on Monday at 185p - above 
the level of Ciba’s proposed 
deal - before Hercules lifted 
Its bid to 19Sp. Allied's advi- 
sors said the purchase was 
cleared with the Takeover ' 
Panel and would allow the 
trustees to deliver stock that 
ha^ already been condition- 
ally awarded. 

Shares of Ciba. which had 
risen on Monday, fell by 
SFr3£ to SFrl69 yesterday as 
the group reported a 19 per 
cent rise in fUH-year sales to 
SFr7Kbn (S5.27bn). 



Pru’s new 
business 


Privatisation of Autobahn Tank & Rast AG 

Public Invitation to submit Expressions of Interest 


The Federal Republic of Germany, represented by the Federal Ministry of Transport in collaboration with die Federal Ministry of Finance, 
is planning to dispose of a majority shareholding in Autobahn Tank & Rast AG, Bonn. This measure farms pert of the German 
government's policy of privatisation aimed at strengthening and securing Germany's future as an industrial and commercial base by 
reducing state involvement in the business sector. 


A number of measures have been put in hand in recent years to pave toe way for toe planned privatisation. These include a revision of fixe 
German law on long-distance road communications, toe issuing of a ministerial order defining operating licence fees and transfer to 
Autobahn Tank & Rast AG of ownership of the sites involved. 




The sites used to provide a range of services to travellers are legally part of the German Autobahn system, whose authority grants operating 
leases to Autobahn Tank & Rast AG for a limited team. The latter then plans, builds and finances its petrol stations and hotel and catering 
facilities. It is intended that these should continue to be run in toe main by smaller businesses on a franchise basis. Autobahn Tank A Rast 
AG has become firmly established particularly in the field of retailing with a number of new outlet concepts, and is now pursuing a similar 
policy on toe catering side. 


t .a > n i Tt> 1 1 


Autobahn Tank A Rast AG currently operates 721 service operations cm German motorways, including 294 petrol stations, 325 catering 
f ac i lities, 46 sales kiosks and 36 motels. In financi al 1996 toe group had sales of DM 351.5m and reported net income of DM 10.8m. The 
franchised petrol stations, restaurants, retail outlets and motels serve over 140 customers and generate annual sales of more than DM 
5.5bn. Provisional figures show the company as successfully achieving toe marked increase in profits planned for 1997 and toe outlook is 
of further growth in the next few years, particularly in toe retail and catering segments. 


£E is 


The government's decision to privatise Autobahn Tank A Rast AG will be implemented within the existing legal framework and with toe 
following further policy objectives: 


1. To preserve Autobahn Tank & Rast AG in its entirety as a single company 

2. To maintain the reputation of the motorways fix efficient travel, fuel supply and catering, motel and parking facilities 

3. To keep the existing structure of small franchisees with entrepreneurial freedom 

4. To maintain the wide range of products on offer at petrol stations and to safeguard the interests of the small-scale suppliers 

5. To avoid monopolies 

6. To reduce toe burden of administration 

7. To enhance the efficiency of individual operating units 
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This invitation is di r ect e d to strategic and other interested investors. 


Companies wishing to acquire a shareholding in Autobahn Tank & Rast AG should notify the investment bank entrusted with the 
privatisation (address below) to this effect by no later than 6 February 1998, stating toe reasons fra* their interest 





SaL Oppenheim jr. A Cie. KommanditgeseUschift auf Akticn 
Uhter Saduenbanseo 4, D-50667 Kb In 
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Artur Friedrich Deichmann 
Public Seder / Privatisations 


Albert H. Saveiberg 
Mergers & Acquisitions 


ImT? g'4 ( i T.ajnil’.ir Ji ; ^ i , 


+ 49 221/145-1738 
+ 49221/145-1039 


+ 49 221/145-1626 
+ 49 221/145-1629 


The above-named will be pleased to furnish further information concerning the company and toe privatisation procedure. 



Small companies 


two months. " 

Guinness Mahon, which 
owns the Henderson Cros- 
thwaite stockbroker, 
employs some 572 people in 
the UK. lt advises more than 
75 publidyrquoted clients 
and completed £282m of 
mergers last year and £363m 
of equity capital raisings. 

It owns 44 per cent of 
Guinness Flight Santoro 
asset management , which 
manages £9.3bn of institu- 
tional retail 


'S: 


'X-'-Pvt 'h 


Is the smelter companies: 
effect dead? A recent anal- 
ysis of the Hoard Govett 
Smaller Companies Index 
shows not only eight years 
of und c rper fe arp a rioe, but 
hiarnty fids on weak. divi- 
dsndand earnings growth 
rather than fickle market 
sentiment For 1998, pessi- 
mism stfli abounds: small . 
companies are seen as vul- 
nerable, to the strong 
pound and/or a slowdown 
in the UK economy. Ironi- 
cally. 1997 was a good year 
for small companies’ prof- 
its. Earnings per share 
growth for FTSE SmaflCap 
constituents was as high as 20 . per cent on some esti- 
mates, more t han twice- the All-Share average. . Strong 
growth combined with! a derating has left s m aller compa- 
nies on a price-earnings discount to the market of !5-20 
per cent. Four years, ago that was about the size of their 
premium. The low rating may, of course, foreshadow cuts 
in profit forecasts, but at least fids means some disap- 
pointment is m the price. 

Are «»i»n companies now cheap enough to attract buy- 
ers? Scepticism remains -too high for a blanket renting. 
But there are two areas of encouragement First some 
sectors in which SmaUCaps are well represented have 
livened up - the new. information technology sector is a 
prime example. 

Second, a wave of bids far smaller companies, from both 
industry rivals and venture capital funds, mostly repre- 
sent opportunistic moves on sound but undervalued tar- 
gets. The investment equivalent of this is stock picking, 
and smaller companies are fertile territory for this 
approach. 


NEWS DIGEST 


Reed Elsevier to 
pay compensation 


Reed Elsevier, the AngloDuich publishing group, is to 
offer companies that advertised in the group's hotel and - 
airline directories about £200m (8326m) compensation for 
overstating their circulation figures. The offer, which, 
follows the discovery last September that circulations erf 
titles such as Hotel & Travel Index had been exaggerated 
for the past five years, is likely to bring the total cost of 
the affedr to about 2450m. 

The Reed Travel Group of titles is also to be split 
between two other divisions of Reed Elsevier. Kathy 
Misunas, who has been chief executive of Reed Travel for 
fixe past year, is to leave as a result of the restructuring. 

Shares in Reed rntoraatinTiai, which has 50 per cent of 
Reed Elsevier along with the Dutch group Elsevier, closed 
13p up at 653p on . confirmation that compensation would 
be in line with analysts estimates of £16Qm to 2200m. 

Reed Elsevier confirmed that it intended to write down 
the £4ffihn intangible assets of Reed Travel by a ' 
“substantial" amount in its 1997 accounts. City analysts 
have estimated the likely write-down at £200m-£250m. 

The company said It intended to place its hotel 
directories and travel b usiness magazines under Reed 
Elsevier Business Tnfarmatian in the US, while its airlines 
titles would be managed under Reed Business 
Information In the UK. John Capper 


CRH spending spree 


crh, the Ireland-based building materials group, haw 
completed a series of continental European and North 
American acquisitions for a total of I£47m ($843m), taking 
the value of its deals agreed last year to about 12200m. 

Deals in North America were worth I£85m and included 
Utility Precast in Dallas: 65 par cent of Groupe Pennacon, 
a Canadian masonry and paving company; Cordell Bands, 
a Houston-based concrete brick and block company: 
Central Utah Block in Salt Lake City; Glass Distributors 
of America with sites in Georgia. North Carolina and 
Florida; and Custom Glass of Vancouver. 

CRH has also concluded a further 1212m. of deals in 
Europe for the outstanding 10 per cent of Marlux Group, a 
decorative concrete paving company, and the 20 per cent 
minority of Hens, a Dutch fencing and security systems | 
company. Andrew Taylor < 


Lonrho talks with JCI 


Lonrho, the conglomerate trying to hammer out a new 
Identity as a coherent mining group, should be able to 
report progress on its acquisition talks with JCL the 
South African mining house, at its results on Thursday. 

South African, observers said yesterday that Sir John 
Craven and Nicholas Morrell, Lonrho’s chairman and 
chief executive, had held “con s tr u ctive" talks in 
Johannesburg with Vaughan Bray, who became JCTs 
chief executive last month when Mzi Khumain had to step 
down as executive chairman. The pair also met executives 
at Anglo American, and are thought to have agreed a deal 
in principle. Lonr h o will not be Table to disclose foil details . 
on Thursday, however, as its planned deal hinges on the 
completion erf an asset swap between JCI and Anglo. . 

Lonrho's main interest in buying JCI is the ability to 
buy back a large block of shares, but it is also pursuing 
JCTs Tavistock Mining colliery through Duiker Mining , in : 
which Lonrho has a 61 per cent stake. Delays to the 
negotiations have badly damaged Lonrho’s shares. 
Yesterday, however, they rallied 3%p to 85%p. 

Andrew JBdffecHffe-Jbfmson 


Butte Mining to delist 


Butte Mining, whose shares have been suspended since . 
January 1997, yesterday asked to be delisted by the 
London Stock Exchange. The board concluded the . 
expense of complying with the exchange's requirements 
while Butte was restructuring were not in shareholders' 
interests. 

The stock exchange has recommended, and the 
company agreed, that shareholder apprbval.be obtained 
for the gate of its mining property in Montana. ■ 

Kenneth Gooding 


Ransomes urges acceptance 

Ransomes, the Suffolk-based mower manufacturer, ■ 
yesterday appealed to holders of ite convertible preference 
shares to stop standing in the way of a recommended 
takeover offer from Textron, the diversified US group. " 

Paul Hollingworth, Ransomes* company s e c reto r y. 
wrote to shareholders to “encourage those who have not 
yet accepted to do so as soon as possiblerif Textron does 
not get acceptances from 90 per cent of Ransomes* . ; • 
preference shares, its £1415m oHer will lapse. 


CPF shares suspended 


Compagnie de Participations Finandfres (Luxembourg), 
the Aim-listed property company which on Friday said it 
was having funding difficulties, yesterday said its shares 
had been temporarily suspended pending an . 

announcement The shares were suspended at MfcV '• 


w. 
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Why the leading international supplier 
of online information chose Chase 



November 19££ 


$185,000,000 


The Dialog Corporation 

The Dialog Corporation pic 



Senior Subordinated Credit Commitment 


This announcement appears as a matter of record only. 


November 1997 


$180,000,000 


The Dialog Corporation 

The Dialog Corporation pic 



11% Senior Subordinated Notes due 2007 


Price 100%. 


When M.A.I.D pic acquired Knight-Ridder 
Information to create The Dialog Corporation pic, 
the world’s leading international supplier of online 
information, they turned to Chase. 

• Industry Knowledge 

Chase, the world’s top arranger of leveraged 
finance, is also a leader in financing and 
advising a broad range of media companies, 
with particular expertise in structuring and 
executing large, complex transactions. 

• Capital Raising Expertise 

Chase committed 100% of the senior secured 
and senior subordinated facilities, which 
enabled M.A.I.D to acquire a company six 
times its size. Drawing on a global network of 
investors, Chase successfully structured and 
syndicated the facilities and sole managed the 
high yield notes issue despite a period of sig- 
nificant volatility in the global capital markets 
in late October 1997. 

• One Source 

Chase is the best source for all your capital 
and advisory needs. Whether it is arranging a 
bank financing, accessing the public or private 
securities markets, or providing objective 
advice, Chase provides superior execution in a 
customised, integrated approach across all 
capital markets. 

For further information, please contact Stephen 
Eichenberger at 44-171-777-3273 or Donald 
McCree at 44-171-777-4360 of Chase Manhattan 
International Limited. 


®1S97 TTWChase Man hattan Corporation. Chase Securities Inc., Chase Manhattan International Limited, Chase Manhattan pic, and Ths Chase Manhattan Bank are separate subsidiaries of The Chase Manhattan Corporation. Chase Securities inc.~Member NASD/SiPC. issued and approved by 
MahhaHa a fnteriwHbrta! Limited - ReguJafeBljy'tWSFA The- products and services featured above are not available 10 private customers in the U.K. 
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INTERNATIONAL CAPITAL MARKETS 


Italy bolstered by passing Emu hurdle 


GOVERNMENT BONDS 


By Simon Davies m London 
and John Labate 
in New York 


Government bond markets 
edged higher yesterday, with 
Italy and Spain continuing 
to outperform Germany fol- 
lowing Monday's positive 
E co fin meeting. 

GERMAN BUNDS got off 
to a strong start following 
the emergence of rumours 
that this morning’s 
announcement of the Ifo 
business climate index 
would demonstrate plum- 
meting confidence. The Ifo 
index is considered one of 
the most important eco- 
nomic indicators. 


The March contract gained 
0.27 to 106.62 on the rumour, 
but eased hack to settle at 
106-37, up 0.02 on the day. 

There was little shift in 
the yield curve, which has 
widened by 15 basis points 
since the start of January, 
due to a strong performance 
at the short-end in response 
to an apparently more 
benign interest rate outlook. 

ITALIAN BTPs continued 
to benefit from the passing 
of one of the final hurdles to 
European monetary union 
membership. The March con- 
tract settled 0.20 higher at 
117.48, and the spread 
against bunds narrowed to 
33 basis paints. 

Bundesbank president 
Hans Tietmeyer’s supportive 


comments In the newspapers 
helped sentiment But most 
strategists believe that 
yields have converged and 
there is little potential for 
further outperformance. 

Phyllis Reed, at Barclays 
Capital, said: “I think it is 
going to be impossible for 
the Germans and Dutch to 
block Italian entry to Emu, 
but 1 thfak there could be 
some surprises. Things could 
get messy in the run up to 
German elections.'' 

SPANISH BONOs moved 
in line with Italy. The spread 
against bunds narrowed by l 
basis point to 29, while tile 
March contract in Barcelona 
settled at 107.62. up 0.02. 

UK GILTS settled £ higher 
at 1238 on more active turn- 


over of 72.000 contracts, but 
there was some nervousness 
ahead of today's release of 
December retail sales fig- 
ures. 

The yield curve became 
more inverted, as short- 
dated bonds moved sideways 
in advance of the sales data. 
Richard Dey. UK economist 
at ABN Amro, said: “I would 
expect inversion to continue 
in the short-term." 

The spread against bunds 
narrowed 2 hams points to 
109 points, but Mr Hey said 
significant further spread 
compression would require a 
weakening of bund yields, 
which he does not expect 
until the second half. 

The Bank of England 
announced a £2bn auction of 


a new 30-year gilt next week. 
Analysts expect healthy 
demand but suggested it 
could stifle the rally in 
longer-dated bonds. 

US TREASURIES were 
mixed by midday on the first 
day of trading since Friday. 
In quiet trading, the bench- 
mark 30-year bond was % 
higher at 104g. sending the 
yield down to 5.786 per cent 

Ahead of forthcoming auc- 
tions, the five-year note was 
g lower at 101, yielding 5.391 
per cent but the two-year 
note was up A to lOOj*. yield- 
ing 5.331 per cent The Fed- 
eral Funds rate stood at 5*30 
per cent 

With no significant eco- 
nomic reports released to the 
market and Asian markets 


calm overnight, investors in 
Treasuries bad little to react 
to in the morning session. 

“The bond market was a 
bit higher over the weekend 
but sold off gradually when 
New York opened," said Ktaa 
Fan, US government bond 
strategist at Paribas Capital 
Markets. Treasuries also fell 
as the results season bol- 
stered US stocks. 

The yield curve, ' the 
spread between the two-year 
note and the 30-year bond, 
flattened in morning trading, 
standing at jnst over 45 basis 
paints by early afternoon. • 

Today traders will focus 
on the Federal Reserve's 
“Beige Book” release. New 
data on housing starts wHL 
be released on Thursday. 


Foray into , D-Marks 
for Hungarian bank 


INTERNATIONAL BONDS 


By Edward Luce and Samer 
Iskandar in London and 
Anatol Lieven in Budapest 


The National Bank of 
Hungary yesterday followed 
Turkey’s lead earlier in the 
week with a bravely timed 
foray into the D-Mark sector. 
However, traders said the 
DM500m floating-rate bond 
issue was priced too aggres- 
sively at 37.5 basis points 
over Libor. 

“This was a competitively 
bid deal so I think aggres- 
sion was in the air," said one 
trader. “It was at least 10 
basis points too tight." The 
deal was lead-managed by 
DG Bank. 

The Hungarian bank 
admitted that the deal - the 
tightest margin secured by 
Hungary so far in the euro- 
bond market - was priced 
very competitively. 

“The National Bank man- 
aged to get the best possible 


price available in the Euro- 
pean market, a price which 
is similar to sales by Euro- 
pean Union members," it 
said in a statement. 

The EUROPEAN INVEST- 
MENT BANE launched this 
year's first issue of seven- 
year bonds in the dollar sec- 
tor. This maturity has been 
rarely tapped by borrowers 
since the US Treasury 
stopped issuing seven-year 
notes in the early 1990s. 

Bankers, however, said 
there was demand from 
investors in maturities other 
than five and 10 years, 
which have seen heavy sup- 
ply in recent weeks. 

“Since the yield curve 
started steepening two 
weeks ago. investors have 
been willing to pick up yield 
by extending beyond five- 
year maturities,'' said Tokyo- 
Mitsubishi International, 
joint lead manager with 
Merrill Lynch. 

Two weeks ago, the extra 
yield available from switch- 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 


Jan 20 


BkJ Bid Day rfwWk chg Month Year 


AustraOw 

04700 

7JX» 103.7470 

5.19 

-0.03 

+0.10 

-039 

-099 


10/07 

10.000 1302575 

533 

+0.01 

+0.17 

-033 

-1.49 

Austria 

09/99 

7.000 104.4400 

4.15 

-032 

-0.01 

-031 

+051 


07/D7 

5 625 103.4600 

6.15 

-0.03 

- 

-0.1 B 

-036 

BoJgfcan 

01/00 

4JJ00 99.9500 

433 

-032 

-0.01 

-037 

+057 


oao? 

6.250 10TS600 

5.15 

-0.03 

+0.02 

-032 

-035 

Canada 

09/99 

4.7S0 99.7800 

439 

+0.01 

+0.15 

-033 

+098 


0fi/O7 

7250 113.7000 

535 

-031 

+0.10 

-030 

-134 

Denmark 

12/99 

6.000 103.1200 

423 

-033 

+0.03 

-035 

+044 


ii nr 

7.000 1122200 

536 

-0.03 

+032 

-036 

-1.00 

Finland 

01/99 

11.000 106.7891 

3.79 

-033 

+034 

-039 

+033 


04706 

7250 114JJ660 

5.11 

-031 

-032 

-0-27 

-038 

France 

01 TOO 

4.000 99.9900 

4.00 

- 

+032 

-020 

+0.69 


10AM 

6.750 111.1700 

4.77 

+031 

+033 

-0.19 

-033 


10/07 

5J00 103.1700 

506 

+0.01 

+032 

-0.16 

-051 


10/25 

6.000 105JJ100 

564 

-031 

♦033 

-0.18 

-095 

Gormany 

09/99 

4JXJ0 1002400 

384 

- 

-034 

-030 

*057 


11/04 

7.500 115.0900 

434 

+032 

+033 

-033 

-0,47 


OTtO 7 

aooo 109.7600 

■5.00 

- 

+032 

-0.17 

-056 


07/27 

6J00 112m 00 

5.65 

-033 

+0.02 

-019 

-033 

Ireland 

04/99 

6250 101.6600 

4.75 

- 

♦030 

-033 

-099 


087D6 

8.000 117.7400 

536 

- 

+034 

-018 

-1.18 

Italy 

OS/DO 

6 000 1023100 

439 

-0.05 

+031 

-018 

-1.45 


05/02 

6250 1043000 

4.95 

-032 

+033 

-0.18 

-1.46 


07/07 

6.750 110.1500 

536 

-033 

+032 

-030 

-133 


11/26 

7250 119.1100 

537 

-032 

+0.04 

-0.19 

-137 

Japan 

03700 

6-400 1123100 

0.61 

♦032 

+033 

-003 

-039 


rattt 

4300 116.7000 

727 

♦032 

+0.00 

- 

-OAB 


09/05 

3300 1083100 

1.75 

+032 

♦039 

♦004 

-0.63 


09/17 

3300 1063700 

238 

♦032 

+0.09 

+034 

-0X7 

Hwttieriands 

11/99 

7300 108.0200 

3-30 

+031 

-035 

-025 

♦038 


02707 

5.750 105.0900 

5-04 

+0.01 

+0.02 

-0.16 

-0.57 

Now Zealand 

02/00 

6.500 36.3731 

738 

+0.04 

-0.19 

-0.40 

+035 


11/06 

8.QQ0 108.4826 

639 

-031 

+031 

-0.41 

-0X8 

Norway 

01/99 

9.000 104.7000 

420 

-032 

-0.06 

-030 

+041 


01/07 

6.750 110.1400 

530 

-035 

- 

-014 

-0X7 

Portugal 

03*9 

8300 1043049 

4,43 

-0.03 

-034 

-039 

-1X1 


02/07 

6 625 1083032 

536 

-0.02 

-031 

-033 

-1.18 

Spate 

07/M 

7M 0 1042812 

439 

-037 

-037 

-012 

-0X8 


03707 

7350 114.4234 

532 

- 

+032 

-0.17 

-139 

■Sweden 

01/98 

11.000 7053718 

437 

-037 

-033 

-030 

+0X6 


08/37 

8.000 117.8720 

556 

-033 

-032 

-039 

-1X4 

Switzerland 

03/00 

5.000 106.9200 

1.07 

-032 

+0.03 

-037 

-037 


06707 

4300 1113500 

333 

-07JS 

-038 

-030 

-0.74 

UK 

06/M 

6300 983364 

8.76 

-0.03 

+024 

_ 

+039 


11/04 

6.750 1033906 

6.19 

-032 

+0.10 

-0.17 

-OSS 


12707 

7250 108.6875 

6.07 

-031 

+039 

-0.18 

-132 


06/21 

8300 124.4688 

033 

-032 

♦0.07 

-0.19 

-1X7 

US 

10/99 

5.625 1003980 

538 

-0.01 

+0.70 

-039 

-059 


11/D4 

7375 1 133580 

631 

-032 

+0.7 7 

-033 

-0.80 


08707 

6.125 1043910 

533 

-037 

+0.72 

-0.19 

-1X2 


06727 

6375 107.4610 

534 

-031 

+0.09 

-0.12 

-0.99 

ECU 

01/00 

4300 96.4000 

4.32 

♦0.01 

+031 

-030 

+035 


04707 

5300 102.1600 

520 

- 

♦033 

-0.19 

-0X1 


London ctostag. drain}. Sowok tatarecdro CBnVFT Information 

Ylal dT Loom mortal aandorsVAnvusloed ytad basis. Wide. tfuwn Bar Italy w M i wtthhakflnQ 
tar at 1U per cent parents by nonresidents. 


10 YEAR BENCHMARK SPREADS 


Jon 20 

BkJ 

Ytokl 

Spread Spread 

V3 VO 

&«te T-Bonds 



Bid 

VloU 

Sfread Spread 

vs v» 

BwKte T-Bonds 

AustnM 

5« 

•0.75 

+O.M 

NewZaafemd 

&6B 

+1X1 

-1.18 

Austro 

5.15 

+0.07 

-038 

f+rvray 


£30 

*0.22 

-023 

Be&rv 

£75 

-a 07 

-n in 

Ponugaf 


5X9 

+033 

-0.77 

Canada 

£35 

♦037 

-aie 

So»i 


5.32 

+4L24 

-021 

Denerii 

535 

+038 

-ai7 

Braden 


£56 

+/L48 

♦003 

Flrtend 

5 11 

•0733 

-a « 

Surtaertand 

3X3 

-axs 

-2.50 

Franca 

5X9 

- 

-0.+5 

UK 


ax/ 

-oca 

+054 

Qarmany 

509 

- 

-045 

US 


SX3 

+8.45 

- 

*einw 

5 3S 

+038 

-0.17 

ECU 


530 

+0.12 

-033 

Bely 

£» 

+038 

-ai7 

Soiree: WeractNH DatWFT krtonmtnun 

Japan 

1.75 



London ctarirn. * 

New Tort draeno. 

NetharlwKls 



-048 

Amuateed ytaa bars. 



EMERGING MARKET BONDS 











Day's 

Mth's 

Sprd 


Rod 

S&P 

Bid 

Bid 

chge 

chge 

VS 

Jan 20 

dote Coupn Rsftng 

Price 

yield 

yld 

yld 

US 

■ EUROPE 








Croatia 

02/02 

7.000 5BB- 

83.0375 

9X7 

+0.36 

♦030 

+3.70 

Poland 

07/04 

7.125 BBS- 102.4492 

6.65 

-0JJ1 

-051 

+1.22 

Russia 

06/07 

10.000 

BB- 

90-7433 

11.64 

-020 

-058 

+8.14 

;■ LATIN AMERICA 








Argentina 

08 127 

0.750 

BB 

94X000 

10X4 

-0.03 

-0X7 

+4X5 

Brazil 

05/27 

10.125 

BB- 

91.1350 

11.15 

+OD7 

-037 

+5.38 

Mexico 

05/26 

11300 

BB 118.0000 

0.62 

- 

-4L32 

+3.35 

■ ASIA 









China 

07/06 

7.750 BBB+ 102.0738 

7.40 

+0.35 

_ 

+1.92 

Philippines 

10/18 

8.750 

B8+ 

843013 

10.72 

+0.02 

+0.41 

+5J» 

Uiafland 

04/07 

7.750 BBS- 

83.7566 

10.5B 

-057 

+1.08 

+8.08 

■V AFftKAAODOLE EAST 







Lebanon 

07/00 

9.125 

BB- 1023500 

B.06 

+0^0 

-0.04 

+2.72 

South Africa 1Q/DS 

8375 

BB+ 

99.1843 

8X0 

-0.03 

♦&L25 

+302 

Turkey 

09/D7 

10 000 

B 101^4153 

9.75 

-0J05 

-0.44 

+405 

.'ft BRADY BONDS 







, +. 

Argentina 

03/23 

5.500 

BB 

73.3800 

8.56 

+0.05 

-0J1 

+203 

Brazl 

0*1/14 

4.500 

BB- 

78.3800 

10.30 

- 

-0.46 

+4.60 

Mexico 

12/19 

B.250 

BS 

84.0000 

7.78 

-0.01 

-Q3B 

+2.10 

Venezuela 

03/20 

6.750 

&+ 

B5.5000 

8.17 

+027 

-a IB 

+2.48 


London dosing. Prion m us£ 
SareJaid a Root manes. 


Sauce; hNrecOra DeU/FT tatonnattcn. 


ing out of two-year notes 
into 10-year bonds was only 
8 basis points. This yield 
pick-up had increased to 
about 20 points yesterday. 
Merrill Lynch said the bond 
offered a reasonable pick-up 
over ElB's five-year issue, 
which is trading at a spread 
of 19 basis points in the sec- 
ondary market 

Tokyo-Mitsubishi reported 
strong demand from Asia, 
particularly from Japan. It 
said demand for dollar- 
denominated assets had 
increased after last week’s 
rise in the yen to less than 

Y130 against the dollar. 

BANK OF SCOTLAND yes- 
terday issued its first perpet- 
ual bond since 1996 in a 
£150m offering. The bond, 
which is callable after 25 
years with a step-up of 100 
basis points, was priced to 
yield 125 basis points over 
gilts. An official at Merrill 
Lynch, sole lead manager, 
said the upper tier two bond 
was also the bank's first 


1 New international bond 

issues 





AOMMtet 

Coqpon 

Price 

Mabrty 

F cee 

Spread 

Book-noswr 

Bonowre 

m. 

% 



% . 



.•ft, 'US. DOLLARS ; m .< 


' •• 


.. .,J “• 



+* ' ‘ rr _ v 

European Investment Bonk 

500 

5X25 

99X88H 

Feb 2005 

OXOR 

+2S(5HDecOZ) MenflVTokyo-Mttsubtshi 

KIW international Rnanca 

200 

5X0 

99.674R 

Fab 2002 

0225R 

+2O(5»NovOC0 Dreedner KB 

■ D-WARKS : , 



+ . !•- 'i, m 



'V/ . i 

:T ,’i.. « , .• jr_ 

Afflanz Fk«ncete)§ 

2bn 

3.00 

100 JM 

Feb 2003 

2X0 

- 

Drestffter/BBCWDR 

DSL France 

Tbn 

4X0 

99.438R 

Fob 2003 

025R 

+15M’AAugQ2) BarctayaCSFB 

National Bank of Fkngaryt 

500 

W 

99.68SR 

Feb 2003 

□XOR 

- 

DG Bar* 

• ft STERLING C, . 




■ _ i ; ‘ u* r _ 


_ • -. /'_ .. 

* * • - ’ • 1 . . 

Bank of Scodand^ 

150 

7.375 

99X6R 

undated 

Q.625R 

+125(896-21) Menffl Lynch International 

Slough Estates 

125 

7.125 

99.428R 

Feb 2010 

0X5R 

+12CX99K58) SBC Wartjurg (Skxi Reed 

GECC 

125 

6.00 

9722R 

Feb 2003 

025R 

+20(7%JunQ3 SBC Wtoburg Dfflon Read 

Housing Assoc Funding(d) 

65 

8.25* 

114X17R 

Jun 2027 

Q.625R 

+75(8% -20 15) Morgen Stanley DW 

■ FRaiCH FBANCSf . 


. 

.. •. ‘ 

V . •' 

v ’’ 



Province at (Xebec 

2bn 

5X0 

88JWH 

Feb 2010 

0X75R 

+47® 

Socfete Generate 

3CIR[^ 

2bn 

5JSKD 

98.58BR 

Apr 2006 

0375R 

+35(5T4Apr08) CDC Matchte 

Ftaitwno, Class Al(fft 

l^ta 

ffl) 

lOaODR 

Feb 2001 

aiOR 

- 

Cntofit Agricofe Indcsuez 

Morgan Stanley DWD & Co? 

Ibn 

fa) 

99X67R 

Feb 2000 

0.175R 

- 

Morgan Stanley DW 

.ft ITALIAN UNE. . 




.* 

. * e 

..... 


Parmalat finance Carp 

BOObn 

zaro 

13.18R 

Feb 2088 

ai85R 

- 

Chase Manhattan ted 

' ■ GUftDHtS , 

' ■ 





- .. . • 

/ . - !: ; • * ... •_ 

3ClFfe) 

500 

5-25(1) 

98251 R 

Apr 2008 

0X75R 

+40(9 

ABN Aim Bank 

ft OAUISH KRONBt v.- 

>.• :• ■ 



, . 

. . ' : ,• 


“ • .* .••+"’ * •+. % 

Beyerische Verelrabaik 

400 

525W 

10225 

Dec 2004 

i.are 

- 

Bank Brussels Lambert 

Ji SWEDISH mQNOR 



' . * .1 

: 



.. . . ’ ; ..‘./V i 

Credit Local de France 

500 

525 

101X6 

Mar 2002 

1.625 

- 

BiL 


Final tarns. rton-caSabte unless stated. YWd spread (dw relevant government bond} at bate ft supplied by bad manager. 
§Convartjbte. t Floating-rate note. SSemi-arinua] coupon. R: Fixed re-offer price; fees shown at re-oHer level. 4 
Exchangeable Into shares of Deutsche Bank at DM14225. CaBabte after 3 yrs subject to 130% hurtfla at par. b) 3-nrth Libor 
+H96. c) Callable on 10/2/23 rod every 5 yrs at par. If not caned, coupon steps up to 5-yr ^tts +22Sbp. d) Fongftrta wtth 
£68 25m. Plus S3 days accrued: Amortises av fife 202 yrs. e) FFr2 bn and FI 500m are fungible upon Bnu. I) Secvttised 
mortgages. Average Ufa: 1A3 yrs. 71) 3-mth Ptxr +5bp. 12) Also Issued; Class A1 FFr91 5m domestic tears and Class B 
private placement, g) 3-mth Ptocr flat i) Over Interpolated yield. I) Long 1st coupon, s) Short 1st coupon. 


offering since it issued a 
$300m perpetual in the US 
last year. 

• Cades, the French state- 
backed entity responsible for 
mana ging the accumulated 


debts of the social security 
system, yesterday appointed 
Paribas and Deutsche Mor- 
gan Grenfell as lead manag- 
ers for its forthcoming euro- 
tributary bond issue. 


CDC Marches will be 
global co-ordinator, with 
Paribas joint lead manager 
for the French franc tranche. 
Deutsche will jointly lead 
the D-Mark tranche. 


CAPITAL MARKETS NEWS DIGEST 


Slovakia rating 
put under review 


Slovakia’s R»a3 rating has been put on review for a \ 
possible downgrade by Moody’s, the rating agency, 

hPftms fl nf foa nf mntr y’s- •Vnngictpntiy high" fiscal and 
cur rent nrrrmra deficits. Moody’s said the twin deficits 
are increasingly financed by foreign borrowing and 
short-term debt,- and the economy and the servicing of for- 
eign debt are susceptible to external shocks and swings m 
public confidence. 

The high r eal' int erest regime imposed to support the 
currency and restrain consumption had increased the' cost 
of government borrowing on its Kcs37bn deficit last ysar - 
ari d had forced companies to borrow abroad. The central 
bank has estimated that gross foreign debt will rise this 
year to about SlObn, 50 per cent of GDP. 

Robert Anderson, Prague 


ISRAELI BANKING 


FIBI eurobond to raise $200in 


First Inte rnational Rant of Israel (FIBI), the country's 
fourth largest plans to launch its first international 

bond issue at the. end of the first quarter - 9200m of five- 
year eurobonds to be listed in London. The bank said the 
move reflected growing international interest in the 
Israeli market. FIBI, part of the Safra banking group, said 
the issue of floating-rate notes would be managed by 
United Bank of Switzerland. 

FTBTs offering follows a flurry of international financ- 
ing activity by Israel’s largest banks. Bank Hapoalim, the 
country’s biggest, established a $600m global medium- 
term note programme last October. In the same month. 
Bank Leumi, Irael’s second biggest bank, announced a 
glbn borrowing plan that included $275m of eurobonds 
placed last month. Am Macf ilis . Jerusalem 


KAZAKHSTAN PRIVATISATION 


B anks appointed for spring sales 


Kazakhstan yesterday appointed banking groups to lead- 
manage share offerings in five of its top companies as it 
seeks to get its stock market off the ground. The National 
Securities Commission said it bad appointed ABN Amro 
Rothschild to sell a stake of up to 4^ per cent of Kazakh- 
tolp knpt, and a consortium led by Lazard Freres to sell a 
5-7 per cent stake in Mangistauinnnaigaz, the country’s 
biggest oil company. 

Credit Suisse First Boston heads a group to sell up to 
20 per cent of Khezkazgantsvetmet, a copper company. 
Global Securities, a Turkish finance bouse, will lead the 
sales of stakes in Aktobemunaigaz, an oil company, and 
in Ust-Kamenogorsk, a titan inm and magnesium group. 
The appointments follow the setting up last year of Kaz- 
akhstan’s stock market and a pledge to privatise state-run 
enterprises. The stakes are likely to be offered for sale in 
the spring. Vincent Roland 


BOND FUTURES AND OPTIONS 
France 

■ NOTIONAL FRENCH BOND FUTURES (MATIF) FFrtOO.OOO 


US CORPORATE BONDS 


Open Sett price Change High Law EsL vat. Open tit 
Mar 10328 10a 00 +O.T4 103.18 102 X0 85.627 139.144 

Jui 1CEL40 102X2 +0.18 102-46 1Q2.30 574 2X51 

Sep 102.16 102.08 +0.16 102.18 102.16 2 

■ LONG TERM FRENCH BOFD OPTIONS (MATIF) 


Red S & P 

Jan 18 date Coupn Rating 

m. uvunEsi . * ■' 


Bid 

pries 


Day’s Mth’a Sprd 
Bid digs chge v 
yield yW yld Govts 


CALLS 

Jan Feb Mar 

5X6 5.86 5.17 

4.86 4.86 4-25 

3.88 3X8 3.40 

2.87 2.93 2.62 

1.88 2.04 134 


PUTS 


Jan 


Feb 


Strike 
Price 

97 

98 

99 

100 
lOI 

Eat rot a*£ Cote ernes Pus 13X57. Prewoue darte open mu Ms 93 Puts 14a.nr. 


0.01 

0.02 


Mar 

0.10 

031 0.20 

0.05 0.37 

0.06 0.49 

0.19 0.79 


Germany 

■ NOTIONAL GERMAN BUND RJTURES (UFFE)* DM250,000 lOOths of 1009b 


Open Sett price Change HHh Low Est vgl Open Int 
Mar 106.40 10637 +032 10632 10634 153477 257656 

Jun 105.96 105.79 +032 10537 105.90 1120 4119 


■ BUND FUTURES OPTIONS (UFFE) DM2S0.000 pointe ot 100* 


Pec Bell 

07/02 

7-25 

AA- 

105.1701 

5.90 

+0.09 

-0X1 

+0X0 

NY Tel 

□e/25 

7.00 

A+- 

100.4223 

6.96 

+0.06 

-0.16 

♦1.16 

OWE 

05/08 

8.00 

BBS 

110.5107 

6X6 

+0.11 

-0X2 

+1.04 

• FWWCtALS .I'. 

' *■'*.* 

..: 




+ V 

•• • ‘/i- 

GECC 

05/07 

8.75 

AAA 

118.7092 

6.08 

+0X6 

-029 

+0.56 

Bene One 

08M2 

7X5 

A* 

KKL2610 

5X0 

+0X6 

-0.37 

+0.50 

US West 

01/07 

7.90 B8B+ 

105JJ220 

6X5 

+0X7 

-025 

♦1.03 

■ JNUUBTRMLk : - ' 

* ‘ • j' •• ’ 

• \ ■ 




~ : <T. 

WMXTech 

04/99 

&25 

A- 

100.1805 

6.08 

+0X5 

-0X5 

+1.07 

Wal Mart 

05/02 

6.75 

AA 

103X401 

5X0 

♦0.06 

-0X7 

+0X0 

Dayton Hud 

06/21 

0.70 BBS* 

131X514 

6X2 

+OXB 

-ai7 

+1.12 

■ AGENCIES 


V 






... »""• 

FHLMC 

04/07 

7.14 

N/A 

109.1705 

5.83 

+0.06 

-029 

+QX1 

SLMA 

03AM 

7.50 

N/A 

103X488 

5X0 

+0X5 

-0.35 

+ai7 

FNMA 

02/18 

6X5 

N/A 

132.3094 

6.12 

+0X8 

-027 

+0.32 

FFCB 

08/06 

5.95 

N/A 

120X910 

5X3 

+0.06 

-027 

+0X1 

■ MGHYBJ) 

+ 

" • *1 







Stone Cant 

02/01 

9.08 

B 

101.0000 

0X0 

- 

- 

- 

AKSM 

12/01 

0.13 

BB- 

104.7500 

0X0 

- 

- 

- 

Pacatta 

06/04 

10.75 

B- 

08.5000 

0X0 

- 

- 

- 


INTERNATIONAL BONDS 

Omy’e Mm's spread 

Red S&P . BkJ BkJ chge enge v 

Jan 20 date Coupon Rating price yW yW yld Govts 
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Open Sen price Change High Low Est. vol Open im. 
Mar 105.13 105.13 -032 10539 105.18 1342 30,579 

Jun 104.69 10439 -0.02 .... 
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CURRENCIES AND MONEY 


Governor sends pound below DM3.00 


MARKETS REPORT 


By Simon Kuper 

The pound fell yesterday 
after Eddie George, governor 
of the Bank of England, com- 
plained about its strength. 
■‘That makes life extremely 

uncomfortable not just for 
the exposed sectors but for 
us, the monetary policy com- 
mittee," he said. • 

Currency strategists took 
this as a hint that with the 
pound above DM3 to the 
D-Mark, the Bank might 
hold back hum raising inter- 
est rates for fear of hoisting 
sterling even higher. How- 
ever, Jeremy Hawkins, chief 
economist at Bank of Amer- 
ica in London, cautioned: "In 
the past Mr George has 
shown that when push 
comes to shove, it is the 
domestic economy that takes 
priority in setting rates." 

The pound dropped. 0.8 
cents against the dollar and 
0.6 pfennigs against the 
D-Mark to close in London at 


POUND SPOT FORWARD AGAINST. THE POUND 


$ 1,628 and DMZ 9 S& 

The dollar shrugged off 
the falling pound to advance 
modestly against the 
D-Mark. It closed 0.4 pfen- 
nigs higher at DM1.841, 
partly thanks to rumours 
that today's German lfo sur- 
vey of December business 
sentiment would be weak. 
The dollar was barely 
changed against the yen at 
Y129.0. 

The Indonesian rupiah. 
Malaysian ringgit and South 
Korean won gave up some 
ground after their recent 
surges against the dollar. 

The Bank of Canada inter- 
vened again to support the 
Canadian dollar after disap- 
pointing manufacturing 
orders figures hit the cur- 
rency, which is near a 12- 
year low. 
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■ Last July, the pound rose 
to DM3.08 against the 
D-Mark. When It then 
slumped, currency strate- 
gists agreed that this bull 
run had hit its peak. But 
now the pound has returned 
to the DM3.00 level, and 
many predict that it can go 
higher still. 

Mr Hawkins says: "We 
could see a temporary move 
above DM3 just on the 
grounds that if you are going 
to sell sterling, what do you 
buy?" Few investors favour 
the D-Mark at the moment. 
Asian currencies ore gener- 
ally considered too risky for 
sizeable bets, and much of 
the market is already long 
the dollar. Michael Burke, 
senior economist at Citibank 
in London, adds that sterling 
can rise precisely because 
most investors expect it to 
fall. That means that few 
long positions have been 
built up so fur. He adds: 
"Near term, there still seems 
to be a head of steam left 
behind consumer demand." 


Jan 20 de s ire ; dungs Bid/oKcr 

■ rmtf-floint on day spread 

Europe 

Ausma (Scti) 21.0884 -0.0460 772 - 996 

Belgium CBFrJ 61.8222 -0.1703 826 - 6)6 

Denmark (DKj) 11.4192 -00263 147 - 236 

Finland (FMj 9.9665 -00147 598 ■ 732 

Francs JFFr) 10.0362 -00246 329 - 394 

Germany (DM) 2.9975 -0.0068 960 - 989 

Greece (Or) 472.195 -0 67 676 - 515 

Ireland (O 1.1921 40X039 907 - 934 

Italy (L) 2944.96 -1009 342 - 650 

Luxembourg (LFrj 610222 -0.1709 626 - 618 

Netherlands (FO 3.3775 -00064 761 ■ 789 

Norway (NKrl 12.3560 ■ -00166 502 - 618 

Portugal (Es) 306.546 -0622 390 - 703 

Spain (PtO) 263.608 -0.738 BD5 - Oil 

Sweden Ofr) 13.1772 *00124 £99 • 845 

Switzerland (SFrl 24409 -00112 336 - 422 

UK fl - - - 

Ecu - - 15157 -00020 148 - 166 

SDRf - 1.216800 

Americas 

Argentina (Peso) 1.6282 -0.0073 278 - 286 

Brazil (RS) 1.8239 -0007 234 - 244 

Canada (CS) 23422 -00086 412 • 432 
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Argentina (Peso) 1.6282 -0.0073 276 - 286 
Brazil (RS) 15239 -0007 234 - 244 

Canada (CS) 23422 -00066 412 • 432 

Meraco (New Peso) 133822 *0.0062 708 - 936 
USA (5) 15284 -00073 280 - 288 

PadHc/Wddki East/Atrica 
Australia (AS} 25497 *00008 481 - 512 

Hong Kong (HKS) 12.6978 -OOS52 939 - 017 
hide (Rb> 635239 -02357 757 - 721 

Israel (Shk) 55690 -00174 603 - 777 

Japan (Y> 210015 -0745 88? - 14B 

Malaysia (MS) 65719 40 0637 620 - 817 
New Zealand (NZS) 2.7844 400123 820 - 887 
PMppIras (Peso) 66.7156 -D5B9 503 - 808 
Saudi Arabia fSH] 6.1073 -00278 060-096 
Sngapore (SS) 2.8522 -00038 490 - 553 
South Africa (R) 81021 -00405 977 - 065 

Souih Korea (Won) 267230 46259 992 - 449 
Taiwan (TX) 545532 -03941 210 - 853 

Thailand (Bt) 8&549S 400209 654 .-336 
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■ The Irish punt fell against 
the D-Mark after Monday’s 
Ecofm meeting of European 
finance ministers passed 
with no sign that the cur- 
rency might be revalued. 

The punt bas long been 
trading well above its mid- 
rate within the European 
exchange-rate mechanism of 
DM2.41, and there had been 
talk that the mid-rate would 
be raised before economic 


and monetary union began. 
But after the silence of Eeo- 
Fm, and a mere 1.5 per cent 
rise in consumer prices for 
1997, the punt fell 1.4 pfen- 
nigs against the D-Mark to 
DM2.5I5. 

■ No one dares say it out- 
right, but everywhere mar- 
ket analysts are cautiously 
suggesting that the .Asian 
crisis might just possibly be 
beginning to ease. 

Goldman Sachs yesterday 
enumerated wbat it consid- 
ers to be the good news from 
the region: 

• Japan appears to be pre- 
paring a fiscal stimulus that 
could be worth as much as 
Y10,000bn. or 2 per cent of 
gross national product. 

■ OTHER CURREHCME ~ 

Jw 20 E S 

Crab Rp 58 11 63 - 58 3QM35&K0 - 357770 
Hoogwy 339011 232^203250 - 38200 

sac *88640 ■ 488400 300000 - 3MJCS 
Kimafl 0.4960 - 04991 03059 - 03W 
PtttU 5 7778 • 57871 3 SOC 3553 
Russia 9.7&B • 9 7399 60695 - 60105 
0A£ 59772 - 59650 J67I5 - 3c 745 


• The markel is applaud- 
iiig Korea's efforts to refin- 
ance its debts. 

• The Korean and Thai 
current accounts have 
already moved into surplus. 

• Korea, and to a les»er 
degree Indonesia and Thai- 
land. appears to be making 
policy changes. 

• China seems to have a 
"very, very strong" commit- 
ment to maintain the cur- 
rency pegs or the yuan and 
the Hong Kong dollar. 

Av inash Persaud. global 
bead of foreign exchange 
research at J.P. Morgan in 
London, says: "Lamentable 
is the life of the returns- 
driven investor faced vmh 

pitifully low yields on L'S 
Treasuries. Italian govern- 
ment and Australian govern- 
ment bonds. To her eyes, the 
potential returns in some 
Asian markets will appear 
temptingly Sucrati\e.” 

A possible sign of a turn in 
emerging markets is that 
Poland is now intervening to 
uvaken its current: v. 
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DOLLAR SPOT FORWARD AGAINST THE DOf-tXR' : l' • 


Jan 20 Closing Cnonge 

iruo-potn on day spread 

Eihp* 

Austria (Schl 12550* *0 0291 *67 - £41 

Belgium (BF*1 375650 *0065 500 - 600 

Denman. |DKn 7.0125 *0.0158 115 - 135 

firtoK) (FM) 5.5678 *0.0159 650 - 705 

Franca IFFi) 6 1632 *0i)l24 627 - 637 

Germany (DM) 1.64 0B *0.0041 403 - 412 

Greece (Dr) 299375 *0 885 850 • 1 00 

Ireland fit) 1.3661 -00106 6*8 - 673 

Katy (U 1808 50 *1.9 800 - 90C 

Lm&Ttcwg (LFr) 37S650 *0.066 500 - 800 

Netherlands (FI) 2.0742 * 0^042 738 - 7*5 

Norway (NKr) 7.5876 *00225 B61 - 395 

Portugal (Es) 188250 *0.46 200 - 300 

Spam (Pia) 155.925 *0245 900 - 950 

Sweden (SKr) 6.0921 *0.0437 696 - 946 

Switzerland (SFi) 1.4990 -0D001 985 - 994 

UK (£) 16284 -0 0073 280 - 238 

Ecu - 1.0744 -0DQ28 740 - 747 

SOftf - 0.74730 
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Argentina (Peso) 0.9099 - 999 - 999 09999 09999 

Bra H (RS) 1.1201 *a0008 200 - 201 1.1205 1.1195 

Canada (CS) 14364 +0X1012 381 - 386 1.4430 1.4375 1.4368 143*9 

Made? (New Peso) BJ!1B0 *0.0405 130 - 230 &2250 8-2120 8.322 -152 0901 

USA (SI ..... 

PacUc/MkUta East/ Africa 

Austria (AS) 1J043 *0.0072 038 - 049 1.5113 1.5014 19035 06 1.5009 

Hong Kong (HKS) 7.7363 *0.0008 358 - 368 7.7390 7.7355 7.7B63 -7.6 7.8765 

Mia 300100 *0.03 900 -300 39.1200 38.6500 

terad (Si*) 3.6042 «OjOOS5 »7 - 088 3£114 3.6950 

Japan (Y) 128.970 *0.12 920 - 020 129.750 128.700 128365 56 1C7JK 

Mitayvs (MS) 42200 *00577 150 - 250 42205 4.1800 4.223 -05 453d 

New Zealand (NZS) 1.7068 *0515 088 - 109 1.7158 1.7086 1.7129 -22 1.7183 

Ptfippmes (Pest^ 405700 -0055 400 - 000 41.6000 40 8000 414105 -125 42.335 

Saudi Arabia (SR) 3.7505 -0.0003 500 - 510 3.7511 3.7497 3.7517 -0.« 3.7542 

Singapore (SS) 1.7515 *0.0055 500 - 530 1.7650 1.7375 1.7625 -73 1.776 
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South Korea (Won) 1641.00 *58 000 - 200 165150 159050 

Taiwan (IS) 33.5625 -0.03 510- 740 33.7150 335450 33.5735 -0 4 33.595 

Thaland (Bt) 53.1500 *025 500 - 500 535000 52.0000 53575 -119 54 65 

T SOB rate per S tor Jot 18. BldfeHar spreads m the Dofar Spot table show arty the ten three decimal places. 
US oaraney. J.P. Morgan nominal inrtcas Jot 16 Base overage 1900=100. 

The exchange raws printed n Um atria are also arataMa on (he mamei bi hOpU/rvww^Txsre 
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CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 
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Belgium 

(Bft) 

100 

1&47 

1023 

4849 

1.928 
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5463 
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410.7 

21.31 

3348 
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54.14 

10 
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France 
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Ireland 
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Norway 
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50.03 

9242 

8.123 

2.426 

0265 

2383 

2.734 

10 

2401 

2053 
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1.978 

0309 

1396 

1.318 

1700 

1327 

s. . •. 



Portugal 

(Esl 

20.17 

3.725 

327* 

0.978 

0289 

960.7 

1.102 

4.031 

100 

82.63 

4.299 

0.796 

0328 

0.764 

0531 

6851 

0494 




Spam 

(Pea) 

24.35 

4.4B7 

3.953 

1.181 

0469 

1160 

1.330 

4386 

1207 

100 

5.190 

0.961 

0394 

0.923 

0.641 

82.71 

0597 



- 

Sweden 

(SKr) 

48.92 

8.666 

7.616 

2275 

0.905 

2235 

2363 

9377 

232.6 

192.7 

10 

1352 

0759 

1.778 

1338 

1594 

1.150 

.'-A- 

- 


Switzerland 

(SR) 

2533 

4.678 

A112 

1228 

0488 

1206 

1.384- 

5.062 

125.6 

104.0 

5.398 

1 

0410 

0.960 

0687 

86.04 

0321 

«■ 



UK 

ro 

61.82 

11-42 

10.04 

2298 

1.192 

2945 

337B 

1236 

308.5 

253.9 

13.18 

2.441 

1 

2342 

1328 

2100 

1.516 



■ 

Canaria 

(CS) 

26J9 

4275 

4.285 

1280 

0509 

1257 

1.442 

5375 

1309 

1004 

5.826 

1342 

0427 

1 

0395 

89.86 

0.847 




USA 

(S) 

3757 

7J313 

9163 

1841 

0.732 

1809 

2.074 

7.588 

1883 

155.9 

8.092 

1.499 

0314 

1.438 

1 

1293 

0831 



. *-■ 

Japan 

(V) 

29.44 

5437 

4.779 

1427 

0368 

1402 

1306 

5663 

U6J0 

1203 

8274 

1.162 

OA76 

1.115 

0.775 

1 00 

0722 



-- ; 

Ecu 


4a 79 

7J34 

6^22 

1278 

a786 

1943 

2329 

8.152 

2023 

1875 

8.8B4 

1.611 

0.800 

1545 

1374 

138.6 

1 


Danbh Kronor. Ranch Franc. NonmpOT Kroner, aid SmetSsh Krcncr per 1ft ftfeen Franr. Yen. Escudo. Ura and Pvra pa Iflft 


(1MM) DM 125.000 par DM 


■ YEN FUTURES (I MM) Yen 12.5m per Yen 100 



- - 2 ■ 


Open 

Latest 

Change 

iftgti 

Low 

Bn. vol 

Open int. 


Open 

Latest 

Change 

High 

Low 

Eel vol Open tra. 

V 


Ms 

05472 

0.5454 

-0.0021 

05458 

05442 

17.704 

111,102 

Mar 

07832 

0.7788 

-00006 

07910 

07783 

33,618 

88528 



Jun 

05479. 

. 0.5479 

-0.0022 

05479 

0.5478 

20 

3387 

JLBI 

08005 

07900 

-03005 

03005 

0.7B85 

166 

2390 

'l * 

*. X 

* : •- 

Sep 


0.5524 

- 


- 

31 

1333 

Sap 

- 

03005 

- 

- 

- 

171 

431 

'S- • . 


■ SMR! 

SS FRANC F 

UTURES 

(IMMJSFr 

125300 p 

er SFr 



■ STERLMO FUTURES (WM) 262500 per £ 






Mar 

06720 

06719 

-03001 

0.6734 

08887 

12.117 

84,725 

Mar 

1.6320 

1.6256 

-00036 

1.6380 

13244 

6,113 

34,486 

>; -w 


Jun 

03785 

06766 

-03002 

06785 

03765 

12 

1319 

Jun 

1.6280 

1.6190 

-00028 

1.6280 

1.6140 

36 

1.379 

• i ”. _ 


Sep - 


06852 

- 

- 


5 

T.107 

Sep 

“ 

1.8080 

-0.0054 

- 

1.8090 

2 
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INTEREST RATES 


LOmOM Money rates 

Jan 20 Over- 7 days 

. . ~ . . night notice 


EMS EUROPEAN CURRENCY UNIT RATES 


Or* Three Six 
month months months 


JrtEdiartt staffing . 9 - 6*3 7\ ■ 7* 7£ - 7A 7% - 7h 7h ■ 7*z 7ji 7\ 

Starfirig £Os - ‘ ' - 7, 7 , - 7% 7* - 7% TiJ - 7» 7« - 7S 

Tnemuy BNs - -• 7i» - 7H 7ft - 7ft - 

Bar* B#s . ... ' - - 7&-7la 7£-7& 7Z-7& 

. Local authority depn. 7?* - 7 7*4 - 7i* 7& - 7jj 7JJ - 7J5 7^ - 7J3 7]g - 7jJ 

DbcouiK Market daps 7^ - 7& 7, 1 * - 7,’* 

UK dearing-bonk base tenefing rate 7>a psr cant tram Now 6, 19B7 

Uptol 1-3 »6 6-9 9-72 

nnrdh . mon Bi murala niuntfib mornhs 

Carts- e#Tm dap. (C100500) . 2*! S*j . .5 5 . 4^. 

Cana rt T« dap. wider C1005« H S‘jpc. Dacnaka wShdrawn tarcaan l^pc. 
-AML-tOTdrtreMrtdaeoOTian jot a RS74spq. 6COO tead raw SOp. Emn Rnanoe. WM 
UDday Dae Si, 1BB7. reread rate tor penod Jan 2ft 1888*0 Fab 24. 1908. Scheme wSASpc. 
Hetarance rata tor partod Mmi 29. 1997 to Dee 31. l997..echamB« W 8 V 7.709pc. Flnanea. 
hbuM Gan Rata Spc tarn Jon T, 1888 


Jan 20 

Ecu cea 

Rate 

Change 

% +/-from 

% spread 

Oh. 


13 lr» 

against Ecu 

on day 

can. rae 

v weakest 

tod. 

Ireland 

0.788709 

0.7B80Q7 

*0007538 

-134 

4.15 

9 

Italy 

190048 

. 1944.81 

-2.78 

? nn 

0.75 

-14 

Finland 

^«p4P4 

538338 

*000804 

231 

054 

-15 

Spain 

163326 

167.627 

-0.063 

•232 

0.43 

-16 

Portugal 

197398 

202351 

-0.06 

2.51 

024 

-17 

France 

6.45863 

6.62513 

-0.00571 

258 

018 

-22 

Denmark 

734555 

7.53666 

-030429 

230 

0.15 

-18 

Austria 

135485 

13.9209 

-0.0051 

2.75 

001 

-20 

Germany 

1.92573 

137884 

-030095 

2.75 

0.01 

-27 

Wotfiartonda 

216978 

232968 

-0.00099 

2.7B 

0.00 

-20 

Belgium 

39.7191 

403146 

-0.0248 

2.78 

0.00 

-20 

NON BW MS4BERS 






Greece 

295369 

311.635 

+0301 

554 

-234 

- 

UK 

0.793103 

0659830 

+0002245 

-1630 

23.52 

- 


I FUTURES (LIFFE) £500,000 points of 100% 


Est vpi Open tot. 
74696 136708 
-21553 - 122826 


Ecu ewajretae art by B» European Carmsaion. Cuowoaa an ki doacendbig rrtswe eaength. 
FVonsga chenore ** tar Ecu; a post** dsige oanom a mb* curancy.Chogenae snooa rite takr 

tMMean wo apraadc tha paeertaga dflaranee Mtnen ma actoal mortar and Epj canral naes lor a 
cuiOTey. and iha nnkiaiii pemdud perarOBd dereden ol na ctfienc/9 marirt m *om <a Ecu 
carM raa. 17W92: SwSib sspended tan EBM. AdManert caKirirted by dw Rnancal hmas. 

■ HEAPS PHIASB E/> QPTIOMS 231^50 (cents per pomd) 


Strike CALLS 

Price Jan Feb 

1.630 0.50 1.7S 


Mtor' ‘ - 0353 ; 8354 -*5.02 9358 9353 •• 6380 71882 

AtodtatoU in APT. Al Opm.HaraK igs. n for preWrua day. 

E SBORT STWdJEQ OPWOWS (UFFE) £500,000 pcinla of 10096 

Strike - ■; calls -- PUTS -■■■■■ 


051 005 

054' 0J7 

020 0.36 


' Jun Sap 

0.12 0.14 

021 -• 022 
03S . 033 


Ebl ml taOL Cde 10548 Ms. 3400. Prevtoua day's open nt. Cato 191283 Pas iZ309a 


Previous day’s voi. Cals 1 J62Pw» 32 . Pr*r. (to/s open me. Cats 39539Puto 22587 

■ HEAPBW8 SE P-MARK/S OPTWIiS DM62,500 (S per PM) 

Softs CALLS PUTS 

Pitas Jan Feb Mar Jan Feb I 

0640 0.53 054 124 - 051 C 

0546 0.11 064 095 0.05 050 C 

0550 - 0A1 070 0/42 0.77 C 

Piaatous efcyY wl, Cds 452 Pun 471 . Pre*. days open Bit, Mb ft799 Pia i8r40i 


THRSB MONTH EURODOLLAR BMM) Sim pobu o( 10096 


BASE LENDING RATES 


AdamACcraaany .725 ' 
%HMM(G8) 725 
•H«iy Arab»eh»r . 725-; 

Banco BSxs.Vbgaya 725 
BankofOmna *' .725 -. 

./ 725 
- .* ' . '725 
Bank ofScrtSaarf ’ ; 725 
.BadayrSank "i; .1 .725 . 
Bd Bk'tfMUEaat _7jg 
»Dan SKplejraColll 72S .' 
CMwdeNA “ 725 ‘ 
«F*W«eBank; ; ;72S^ 

^OwperatiwftriKTa - 
QMI*SC6\- .7^' 
CypnsTbpu^ Baric J25 
ttfiw.lartfarr.' V.725 - 


Barter TnrtUmM 826 
.RimctM Gen Bank ax». 
■; •fjoben HenAig ft Co725 
•asweesMohori 7 25 
' HabfijBankAGaxfch 725 
EHBPAMsBark : 725 

- FMabto'&Sai tor GL72S 
' C. Hcare&Co 725. 

. Haigtong & Shanghfir72S 
' Iriveatec Brric (UK) Ud725 
.JdtahHDdgBBvk 725 

: •LecpOkl^KqillSofB 72S . 
"llgydB'Bonk ' ' 725 
MUendBank .. •' . . 725 
NE W ea Wrel ur . 725 

- •HaaBnXfws • 725..'. 
RoyEBlc of ScoBand 725 
SmOtah Widows te* 725 : 


•Smgerft PriaAsider 725 
^ •Snflh 8 WAamson 726 
SUn Brt*BigC«pLW 725 
TSBT ’ 725 

Unttstf Boric of Kuwaft. 725 
UnByTiuaBarftPt 725 
MtaMuUxiar 725 
Ynishlra Bank - 725 

• Mambenol London 
(rwesanercBariihg. 

. ASSOd^flon 
"* 'Iri a dnAi b ttalon . 



Open 

Laest 

Change 

High 

LOW 

Esl vri Open hL 

Mar 

84.41 

94.42 

_ 

9444 

8439 

71387 

482,796 

Jin 

9445 

9459 

*0.02 

9451 

9445 

78.783 

401.097 

Sop 

94.45 

9450 

+0.02 

8452 

84.44 

60.901 

282.672 

■ US TREASURY BOL FUTURES flMM) Sim per 100% 



Mar - . 

9520 

9531 

*001 

8531 

9530 

206 

7.855 

Jun 

_ 

8535 

+032 . 

9535 

- 

133 

1397 

Sap 

- 

9537 

- 

- 

- 

11 

45 

AS Open Intcras figa. are for prevfcu day 





| ■ EUROMUOC OPTIONS (UFFE) DM 1m points of 100% 





PJ 

iii e 



DlffQ — 4m 


sum 

1 Price 

FA 

Ma 

Apr Jun 

Feta 

Mar 

rUI9 . 
Apr 

Jun 

9C75 

" 151 

131 

1.49 

0 

0‘ 


0 

9600 

138 

136 

134 134 

0 

0 

0 

0 

9SZ3 

1.11 

1.11 

099 130 

0 

0 

0 

031 

0550 

038 

OSS 

075 076 

0 

0 

001 

032 

Em. vc L toiBL care 13558 fUa 11178. Prariouo day's open in. Cofb 318031 PiAa 338330 

■ HDRO SWISS FRANC OPTIOIIS pJFTQ SfV 1m points oMOOK 




/7TC\ 

A/ORLPI NVEST 


NOTICE 


WORLDINVEST INCOME FUND 


DECLABAnON OP DIVIDEND No. 42 

The Trusiees of tfie WortdJnuert Inc-Dme Fund are pleased rc 
announce 3 final cfistnbuoon of U5S6.50 per snare 10 
Snarehofders m respea of me half-year penoU from 26 June 1 997 
to 30 December 1 997. 


I fc8XL»u»l^l»J J - ■ ■ il J >\Vil L« L’U A IMj*J 


Coupon Number 42. and ary previously unpr&emeO coupcris. may 
be preseTCd' far payment on or after 2 Fetnuar/ (99£(a 

BankAmerka Trust Company persey) Limited. 

PO Bax 120, Union House. Union Street. St He Her, 
Jersey, JE4 BOE. Channel Islands 

For hoofers of registered umcL the dwdend win be tfismeurea m 
accorOance vveh mavidua marvijang inarucnccis n place 

ftrymenc wil be made subject 10 any applicable fiscal c* other 
regulaoons wBtin rouneen days of asch preserraoon 

Final Report and Accounts for both the WOrfdlnv/est ircome Fund 
and the WorlcSrwest E«ele Fund wil beavartatfea me offices of 
the Manager from 12 March 1998. 


Wo ri din vest (Managers) Jersey Limited 

Manager - 1 


.’/ lantiary. 


U.S. $300,000,000 

SI 


Credit Lyonnais 

Subordinated 

Floating Rate Notes Due 2000 


Interest Rate 
Interest Period 


5.6875% per annum 


Interest Period 21st January 1998 

21st July 1998 

Interest Amount per 
U.S. $10,000 Note due 

21st July 1998 U.S. $285.95 


Credit Suisse First Boston (Europe) Lid. 

Agent 


Appointments 

Advertising 


appears In the UK edition 
every Monday, Wednesday 
& Thursday and In the 
International edition 
every Friday. 

For further information 
please contact: 

Toby Fbi den-Crofts 
+44 0171 873 4027 


PERSONAL 


PUBLIC 

SPEAKING 

Trakiine and speech wrfrig by 
awaid winning speaket 
First lesson free. 

Tel: (01727861133) 



JQ LIMITED 

iRcRituiiKrfi Number tr.-flfMNII.ijt,, 

'.All ojinpanict roennoned are incotpofaieJ In the KcpuNrc .n South Africa > 
CROUP COLD MINING COMPANIES 




Thoquanedy results tone been prepared aner applying Inumauial Accouiwng 
Sbndaids to toe axouronQ lor assets, krtirtes. cash dm* and operating tesute. 
The mosl agnifcam change s Dial toe raaotny ot capita anpendhure costs ore 
ranorhsed irttg toe ta*s ol pnalfhon method based on esfcnafed ore reserves. 
The previous quarter s have been reslated to aceouit tor both toe above 
and the sota of Western Areoa North Shan » Ranrtontoin Estaiea 


j Oarer tretad Si» mendo ended 

! 31.1297 300997 J| 1J.97 

Ore rafted - inrtnr ton* KXXI) 

1 862 

1779 

3 641 

field • yow pci tan 

3.29 

ifii 

3.17 

GoU ptoducBon • Uxirm 

6117 

54J> 

11556 

1 Ore mled - Perl tans 1000} 

2053 

1961 

4 014 

| Yi«ld nuncos pet ion 

0JO96 

0.089 

0.093 

| GoU praicoi • unr. 

196666 

174 Bftfl 

371 534 

Cadi proAr^ae casts 




pa medic len mfcd 

81«J9 

R14983 

P14909 

• per Uapnm proixxd 

145169 

615-08 

Ms 976 

1 • USapa ookb 

S292 

$328 

1309 


ROOD 

HXJj 

Pftte 

Pnrid Iran gdd 

42538 

16 706 

61 244 

Profet befere <u 

S9595 

^ 621 

85716 

habtAertox 

38016 

6212 

44 228 ' 


Oinrtcr ended Sts morriht ended 

31.1197 3009 97 31 1297 

Ore rafted - m*ick»t000) 


395 


Yield yarn por ks 

856 

7.79 

827 

GcJd (nxiudoo - idkgrvm 

2819 

3 076 

5 895 

Cre mfted • short lent (000) 

351 

435 

7B6 

Y^d- awe pa ten 

0259 

0,227 

0.241 

GoU procfcjctiofl * Qypcw 

90633 

98 896 

189 529 

Crali predudioci cmn 




-pcinrtnc tan rrrflod 

239X06 

QI7 13 

8351.00 

■ pa Uogrera preAKsd 

244 340 

R40 724 

842 453 

■ UjS pa am ce 

5287 

5273 

5290 


2000 

ROOD 

8000 

Prottfrompold 

134 527 

UP 205 

272 732 

Prcid / (leu) bdar to 

67 803 

(12 714] 

55069 

PnJ* / (bed after ta 

74989 


52459 


The profit before tw lor toe » months ended 31.1297 induces a booh lass to 
respeC or toe sale ol toe North Shaft asset ol R99.12D mEon and non recurtng 
ca* ctws In raspea of toe renenttomert and ressutttong pro^rtoime and Nocto 
Shaft operating loss ol RSV.197 mEon and R20^26 irtfcan naspetaively 


OuDriaaodad 

31.12.97 30.04V 


Sb mmAsended 
31 1297 


Creinfcd • wtoc wu 1000) 

Yield ■ yrni per fcn 
Geld pratkttito - JAyumi 
OreoEad ■ ihcrt kro (000) 

Tidd - ounces per Ion 
GoU frtxkrit* ■ carets 
Godi proLdai cart 

- per raeJric ten mfted 

- pat Hognm produc ed 
USS per ounce 

W..N t IJ 

non hot jam 

fWibekttca 18854 16562 37 

(Wtldarkn 18854 I85B2 37 


AH ftgurse am unaxSted Oiausriy report; toetoffi mated » toe starehdeera 
of each coppanyL Copras ol Ura reports may be attuned tan ja (London) 
Lenited. 6 Si James's Race. London SW1 A 1NP 

Johennesbwg 20 January 1998 
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COMMODITIES AND AGRICULTURE 


Move to refloat freight indices 

London’s Baltic Exchange is considering the relaunch of tanker derivatives 


T oday in London the 
board of the Baltic 
Exchange, the world's 
oldest shipping exchange, is 
meeting to consider dusting 
down a piece of history - the 
provision of a series of 
tanker freight rate indices. It 
is an optimistic move; previ- 
ous attempts failed more 
than a decade ago. 

In 1985, the exchange 
launched a dry cargo ship- 
ping freight index, and in 
1986 one for tankers; both 
linked to derivatives trading. 
The dry cargo Baltic Interna- 
tional Freight Futures Index 
(Biffex) is still with us, 
though trading in Biffex 
futures contracts on the Lon- 
don International Financial 
Futures Exchange is low. 

However, the Tanker 
International Freight 
Futures Index (Tiffex) died 
the same year it was 
launched. Tiffex traded 121 
lots on its first day but 
swiftly dropped below that 
By its end, no more than 30 
contracts a day were being 
traded. 

Gordon Southcott. who is 
putting the new proposals 
lor tanker derivatives to the 
Baltic Exchange's board, 
says the plan - which might 
be termed Tiffex D - is more 
than a re-creation of the 
foiled index. 

For one thing, there is no 
proposal to create a tanker 


freight index based on an 
averaged-out basket of lead- 
ing tanker routes. 

"There are too many Indi- 
ces around as it is. What we 
are proposing to do is pro- 
vide a series of tanker route 
freight scales for the purpose 
of trading paper” says Mr 
Southcott. chartering direc- 
tor of Fiona Maritime Agen- 
cies and chairman of the 
Baltic Freight Index Com- 
mittee. “The Baltic has been 
asked by the Forward 
Freight Agreement Brokers 
Association to set this up." 

The FFABA was formed in 
September 1997 by a group of 
brokers who actively trade 
forward freight agreements, 
or FFAs. which are traded 
principal-to-principal con- 
tracts for a specified route 
on a specified date. 

FFAs provide a means oF 
hed g in g risk and are. accord- 
ing to some brokers, more 
flexible and therefore more 
attractive freight derivatives 
than the Biffex, which is 
now an average of 11 differ- 
ent routes. But FFAs have 
been limited mainly to dry 
cargoes; the new initiative is 
to extend them to tankers. 

FFA business has soared 
since the market started in 
1992. According to Philippe 
van den Abeele, director of 
Clarkson Securities (part of 
Horace Clarkson), his vol- 
ume of FFA business - in 





Tanker indices should provide a useful pricing mechanism 


which neither party to the 
contract is allowed the 
option to lift the cargo physi- 
cally - in dry cargoes and 
some tanker freight has 
soared from a £500,000 start 
in 1982 to $850m in 1997. 

Eric Shawyer, chairman of 
the Baltic Exchange and of 
the shipbroker E. A. Gibson, 
has been in the shipbroking 


industry since 1948. He 
believes Tiffex died because 
"the whole business of 
freight futures and deriva- 
tives were in their infancy”. 

"At that time there was no 
i-flli for them. I think this 
new initiative will work but 
only if it's a tool for business 
and not merely for gam- 
bling." he says. 


Supporters of the move 
hope the new tanker freight 
assessments will also pro- 
vide a useful pricing mecha- 
nism for the tanker freight 
business as a whole, as well 
as advancing the cause of 
FFAs. 

Mr van den. Abeele sup- 
ports the Baltic's efforts to 
get a new tanker freight 
derivative off the ground, 
but is “not entirely con- 
vinced” it will succeed. 

“If it works, then it will be 
great business for us, but 
there may difficulty in ach- 
ieving a sufficiently liquid 
market for FFAs in tanker 
freights. I am not sure if 
those in the tanker industry 

- principally the charterers 

- are really keen on the 
idea. Their main concerns 
have always been logistics 
and the actual price of the 
commodities they trade; the 
cost of freight has often been 
relatively incidental to 
them.” 

Mr Shawyer says that, if 
today’s board meeting hacks 
the plan, the new tanker 
freight estimates will be 
given a dry run on the mar- 
ket "by the end of Febru- 
ary". 

Is he optimistic they will 
swim, where Tiffex sank? 
“Hope springs eternal,” he 
concurs. 


Gary Mead 


India forced to increase cotton imports 


By Kunal Bose in Calcutta 


India is being forced to 
Increase Imports of cotton 
because of a shortage of 
domestic supplies. Bad 
weather means this season's 
crop is smaller than expec- 
ted, and supplies are taking 
longer than usual to arrive. 

A 35 per cent rise in the 
price of highest quality extra 
long cotton is also making 
imported cotton more attrac- 
tive to textile mills. 

The mills are making 
“fairly large imports” of Giza 
86 variety from Egypt and 


Pima cotton from the US, 
according to trade officials. 
They are also importing 
medium long staple cotton 
from Russia and Australia. 

"The shortage of high 
quality cotton in the current 
season will be much greater 
than the Cotton Advisory 
Board has projected.” an 
Industry official said, “and 
therefore, the mills must 
replenish stocks through 
imports.” 

Trade officials said the 
CAB's crop forecast of 16.9m 
bales (of 170 kg each) for the 
current season had been 


"too optimistic". The crop 
could turn out to be as small 
as 15.5m bales, they said. 
Last year’s production was a 
record 17.55m bales. 

The domestic crop losses 
will be highest in the north- 
ern Indian states of Punjab, 
Rajasthan and Haryana. The 
late arrival of the monsoon, 
bringing unseasonal rain in 
October and November, 
caused withering of cotton 
bolls and leaf curl virus over 
large tracts of land. 

This will restrict the cot- 
ton production of northern 
states to 3 -3m bales in the 


current year, compared with 
425m bales in 1996-97. 

Nearly 50 cotton growers 
in Andhra Pradesh, the 
country's second largest cot- 
ton growing state, commit- 
ted suicide in the past two 
months as the crop failed in 
nearly 300,000 acres. 

Trade officials said only 
487m bales arrived to mar- 
ket In the first three months 
of the season, compared with 
5.51m bales last year. 

However, India's poor crop 
monitoring system means 
the textiles ministry was not 
aware of the shortfall in pro- 


duction when it released 
720,000 bales for export in 
the current season. Deepak 
Parikh. chairman of the 
Indian Cotton Mills Federa- 
tion, said the government 
should not allow any further 
exports. 

The CAB said India would 
start the next season with 
stocks of only 2.052m bales, 
which could meet the indus- 
try's requirement for a 
month and a halt 

"Normal opening stocks 
should feed the TnfllR for at 
least two and a half 
months,” Mr Parikh said. 


Oil price 
falls on 


progress 
in Iraq 


MARKETS REPORT 


By Robert Corzine, Kenneth 
Gooding and Gary Mead . 


Oil prices softened 
yesterday as petroleum mar- 
kets searched for new fac- 
tors that might set a more 
definitive tone to trading. 
Brent Blend for March deliv- 
ery was $15.63 a barrel in 
late trading on London's 
International Petroleum 
Exchange, is cents down on 
Monday’s dose. 

Some of the weakness was 
attributed to recognition 
that progress continued to 
be made on file Iraqi oil for 
food deal in sptte of renewed 
confrontation with UN arms 
inspectors. 

On the London Metal 
Exchange zinc, which on 
Monday foil by 3 per cent, 
regained part of the decline 
climbing 1.3 per cent, or 
US$15 a tonne, to dose at 
$1,133. "The target for zinc 
-is to break dear of $1450 
but that’s going to be 
tough,” said Alan William- 
son, analyst at Deutsche 
Morgan Grenfctt. 

Reynolds Metals, second 
largest US aluminium pro- 
ducer. said it will restart 
47,000 tonnes of capacity 
because demand is strong. It 
said aluminium consump- 
tion should rise by 2A to 3.5 
per cent this year and by 2.5 
to 4 per cent far the rest of 
the decade. 

Gold's price was volatile. 
At the close in London it 
was up U5$L20 a troy ounce 
at $288.75 but during the 
day had reached $292. 

Coffee futures rallied on 
the London International 
Financial Futur es Exchange, 
the benchmark March con- 
tract dosing $23 higher at 
$1,748 a tonne, having 
peaked at $1,753 earlier. 

Cocoa fixtures on Lifie also 
closed higher, up £16 a 
tonne to £1,049, though no 
fundamental news drove the 
fresh interest. 


COMMODITIES PRICES 


BASE METALS 


Precious Metals continued GRAINS AND OIL SEEDS SOFTS 


LONDON METAL EXCHANGE 

(Prices from A m algam a ted Metal Trading) 
ALUMINIUM, 00.7 PURITY (S per tonne) 



Cosh 

3 mths 

dose 

1467-60 

1492-92.5 

Previous 

1 47EL5-79 £ 

1503-04 

Hl^i/knr 


1508/1487 

AM Official 

1400-60.5 

1506307.5 

KertJ dose 


149607 

Open int 

271,748 


Total daBy turnover 

111.908 


■ ALUMINUM ALLOY (S per tonne) 

Ctose 

1328-33 

1351-55 

Previous 

1325-35 

1352-57 

Htgli/kjw 


1360/1351 

AM Official 

1337-39 

1357-60 

Kerb close 


1353-55 

Open Int 

5272 


Totaf daJy tunow 

2^13 


■ LEAD (S per tonrn^ 


Close 

5106-1.5 

519-20 

Previous 

5053-6J 

514-15 

Hgh/tow 


528/51A 

AM Official 

500-10 

5180 

Kerb olosa 


527-8 

Open Int 

33530 


Total daBy turnover 

10.582 


■ NICKS. (S per tonne} 


Close 

5300-10 

5395-400 

Prevloua 

5330-40 

5435-45 

Hl^t/kw# 


5465/5380 

AM Official 

5325-30 

5415-20 

Kerb done 


5430-35 

Open Int 

56.379 


Total daBy Hanover 

29.312 


■ TIN ($ per tonna) 



Cfoee 

5115-25 

5160-65 

Previous 

5100-10 

5145-65 

High/tow 


517015140 

AM Official 

5115-20 

5150-55 

Kerb dose 


5170-75 

Open int 

14.3Q4 


Total daBy turnover 

5.233 


■ ZMC, special high grade (5 per tonne) 

Close 

1108*09 

1132-33 

Previous 

1D0B.&-94.5 

1116-18 

HfgMow 


1146/1110 

AM Otfldd 

1108-08^ 

1132-33 

Kerb dose 


1146-47 

Open int 

73J215 


Total deity turnover 

33/424 


■ COPPER, grade A (5 per tonne) 

Close 

1661-62 

169001 

Previous 

1680-81 

1706-7 

Hlghriow 


1712/1663 

AM Official 

1676-77 

1704-5-05 

Kart] dose 


170001 

Open int 

148.90+ 


Total daBy turnover 

75.645 


■ LME AM Official E/S rata: 1-6313 

LME dosing E/S ratae 1.6285 



■ GOLD COM EX (100 Troy oz j Sftiuy os.) 

Sait Da yta Open 

price change High low W U 
Jan 290.8 *0 2 - - - - 

Feh 291.3 +0.2 2915 2872 91207 72.704 

Apr 392.7 +03 2MB 289.1 4847 30804 

Job 294.5 +02 297.0 291.0 325 12286 

Aug 2962 402 294.6 2942 11 5.676 

Oct 298.1 +02 - - 266 3.372 

Total 67289 1832Z7 

PLATINUM NYMEX (50 Troy az_; S/troy oz.) 


WHEAT UFFE (100 tonnes; E per tonne) 


OOCOA UFFE (10 tonnes; £/tonne) 


MEAT AND LIVESTOCK 

■ UVE CATTLE CME (40.00QbK oortaftbe) 



Sett 

Oeft 



Open . 

.. , 

Sett 

Oafs 


Open 


Sett Days 

Ogee 


pries dange iSgti Low 

Vd 

tat 


price dange Hgh 

Lew VM tat 


Price dange Mg9 Low Vd 

W 

Jan 

77.70 

+0.30 

_ 

_ 

39 

Mar 

1049 

+16 

1050 

1030 3.123 61314 

Ml 

65350-0.475 66.400 65800 7,911 

36,642 

Mar 

7920 

+0.35 

7930 79.05 

70 

2.737 

May 

1074 

+17 

1075 

1054 3358 24,732 


68850-9300 69.100 68300 5828 

35.838 

May 

8120 

+0.30 

81/40 81.10 

112 

3,609 

Ad 

1095 

+17 

1084 

1076 149 12,728 

An 

68800-6.125 69325 68-776 2881 

21387 

M 

83.20 

+030 

83.40 8320 

31 

526 


1116 

+18 

1116 

1096 517 22,714 

AOS 

69600-0275 69875 69350 552 

7,729 

s*> 

Bass 

+030 

- 

- 

38 

Dec 

1144 

+18 

1145 

1123 1074 27370 

Oct 

71.575-0350 71.900 71.400 341 

28Z7 

Total 




245 

*278 

Mar 

1172 

+1B 

1173 

1150 1373 18818 

Dec 

72.550-0350 72750 72450 36 

604 

■ WHEAT CBT 15,000X1 rain; oarteMOfo bushel) 

Total 




12,180194870 

Total 

10864 105850 


Jan 

378.5 

+0.9 

3793 

379.0 

2 

69 

Apr 

3743 

-01 

376.0 

371.0 

1.957 

9337 

Jd 

371.1 

+D3 

- 

- 

48 

657 

Oct 

370. f 

+03 

370.0 

3693 

25 

333 

Total 





2307 10,705 

■ PALLADIUM NYMEX (100 Troy oz.; S/Troy azj 

Bar 

230.B5 

-9.15 23330 229.00 

200 

3334 

Jmi 

22535 

-9.15 22700 224.00 

6 

638 

Sap 

22235 

-9.15 

- 

- 

- 

4 

Told 





208 

3876 

■ SILVER COUEX (5300 Tray ot; Carts/boy ozj 

J» 

5643 

-113 

_ 


5 

101 

Fan 

565.8 

-11.0 

- 

- 

- 

4 

Mar 

5673 

-11.0 

5853 

5663 

9,368 57,432 

taSY 

568.4 

-108 

586.0 

5675 

205 

8393 

Ad 

5673 

-103 

585.0 

568.0 

235 

7370 

Sep 

566.8 

-10.7 

5703 

5693 

1.527 

3399 


Mar 33220 -225 335X0 32950 8206 5&B46 

Map 34125 -1.75 344.50 33820 2,048 14325 

M 34920 -2.00 35220 34720 2.719 21,253 

Sap 35625 -0.25 359-00 35420 31 1,706 

DOC 38875 -1.75 370.03 366.00 150 3242 

A4 370.00 - 370.00 37020 25 22 

Total 13,852 93314 

■ MAIZE CBT (5,000 bo mm; cents/56b bushel) 


■ COCOA CSCE (10 tomes; S/tamas) 


■ LEAN HOGS CME (40.00fflbs; cents/bs) 


Mr 278-25 +125 279.00 275.75 45,180746,715 
May 28425 +020 285.00 282.75 11255 59259 

AB 28925 +025 289.75 287 50 9225 65,752 

Sep 203-75 +1.00 284.75 2S22S 483 8,912 

Doc 28320 +0.75 284 00 28120 3.497 38.010 

Mr 28925 +220 28975 26725 509 1,805 
Total 70,273 321,842 

■ BARLEY UFFE (100 tonnes; C par tonne) 


Bar 

1594 

+42 

1600 

1559 4,4® 31338 

Ftb 

57325 +1.075 57.4® 56300 4.107 

20322 

tear 

1627 

+40 

1634 

1594. 1.3Z7 24801 

Apr 

56.000+0.700 56.125 553® 1892 

13341 

M 

1657 

+39 

1662 

1630 

193 6398 

Jm 

633® +03® 63.700 62375 18® 

8334 

Sep 

1687 

♦39 

1600 

I65B 

525 5371 

Jd 

83325+0350 83300 62.7® 2® 

2.711 

Dec 

1719 

+39 

1727 

1690 

56 8.701 

Aug 

61.375+0325 61.5® 613® 87 

688 

Mar 

1750 

+39 

1750 

1745 

26 9372 

Od 

58400+0250 583® 58300 60 

1339 

Total 





6507 90,7V 

Total 

7315 

47,258 

■ COCOA OCCO) (SOR's/tanra) 


■ PORK BELLIES CME (4O,D00fcs; centa/ba) 

Jan 16 



Price 

Pro*, day 

Feb 

47350 +O.KO 48.9® 473® 1303 

4353 

Daly — 


— 

.122036 

122352 

Mar 

47325+0375 48.1® 46.850 351 

1,786 


■ COFFEE UFFE (5 tonnes; S/tome) 


Total 


10096 82234 


ENERGY 

■ CRUDE OIL NYMEX (1,000 barrels. 9/barroQ 


Jan 7330 +0.35 16 

Mr 75.10 +0.3S 75.10 7500 120 1267 

M| 7620 +0.60 24 

Sap 78.00 +020 6 

Nov 79.90 +030 - 155 

TOM 120 1,818 

■ SOYABEANS CBT (S.OOCta mb; cowan tastaf) 


Jan 

1827 

+16 

18® 

18® 589 1392 

■ar 

1747 

+22 

1753 

1710 3.000 25,208 

■far 

1711 

+11 

1717 

1685 1/436 10333 

Jd 

1694 

+12 

17® 

1669 271 2362 

8«P 

1678 

+6 

1688 

1670 90 839 

HOV 

1673 

+6 

1682 

16® 4 48 

Total 




5/472 4Q 482 

■ COFFEE ■C' CSCE (37.500bK centa/M 


Mf 47.425 +0.300 48250 47250 81 1/407 

M 48300+0.100 48.750 48.050 49 777 

Aug 45225+0200 4&5W 45-525 4 169 

1,488 SUB2B 


Total 


LONDON TRADED OPTIONS 

Strike price S tonne — Cafe — — Puts — 
■ ALUMINIUM 


Feb 


An 


latest Ouft 
price change Hgh 

IE-57 +006 1083 
1073 +0.04 1728 
1636 +0.06 1723 
1720 +0.08 1728 
17.40 +0.07 77.61 
1730 +037 17.77 


law 


Open 

tat 


Jen 
Jot 
Total 

■ CRUDE OH. IPE (SlbaiTOfl 


Vrt 

16.51 42.199 56.737 
1070 50,953 105.7k 
1094 11337 43.138 
17.18 2316 28352 
17.38 5.053 40224 
17.60 2,352 17380 
138311437327 


Jan 67000 +11.00 68230 66950 873 1.046 
Mr 67450 +10 50 68050 6632S 26377 58338 
M| 677.50 +950 68430 66900 4285 77,490 

Jol 680.75 +1025 88000 671.00 3,718 29301 

/tag 67950 +1050 663.50 67130 354 4.701 

Sep 66425 +625 668.00 660 SO 59 553 

Total 36313 133240 

■ SOYABEAN OIL CBT (SO.OOOft®: centsflb) 


Mar 

17835 +11.® 178.® 168® 3.949 15343 



Hay 

16895 +7.75 16930 16330 

796 

8350 





3.1® 

1383 

1.748 

333 



Sep 

Dec 

tOr 

154® +4® 164® 151® 
14635 +2® 146.70 145® 
14025 +0.15 141® 141® 

207 

1® 

1 

■ COPPER 
(Grade A) LME 


Total 


M® 29JHJ 

1700 


■ COFFEE (ICO) (US cents/pound) 



1750 



Fob 

28 


May Fab 
71 19 

58 32 

47 50 


May 

48 

58 

72 


Feb 


Jan 16 
Comp, datjr 


Open 

tat 


latest Day’s 

price change High Low 
■tar 15.58 -0.25 15.89 1556 13395 94.110 

Apr 15.74 -020 16.01 15.72 5473 20951 

May 1523 -0.16 16.19 15.93 807 16267 

Jus 1010 -0.15 1623 1O10 1255 20,544 

Jot 16.31 -0.10 18.42 1831 320 12389 

/tag 1659 +003 1062 1055 212 5,362 

Tefal nit nfi 

■ HEATING OIL NYMEX (42300 US gtas.'. CAR gsS4 


Jen 2525 +0.70 255? 2459 1286 1251 

Her 25.65 +0.80 2534 24.80 9/174 57.667 

Hay 25.91 +0.73 26.10 2520 1332 19.796 

JfS 2010 +0.70 2025 25.40 2334 15521 

Am 35.97 +032 2010 2038 42 4,346 

Sep 2587 +0.60 2600 2527 47 1390 

Total 14399 10436Q 

SOYABEAN MEAL CBT <100 tone: S/ton) 


15 tby avenge 


12906 

12085 


Nr. day 

13019 

126.70 


■ WHITE SUGAR UFFE (SO tonnes fitorvie) 


■ COFFEE UFFE 

1700 

1750 

1800 


25 

10 

Jan 

3 


May Fab 
103 18 

76 41 

55 76 


ft# 

Mr 

Apr 

May 


M 

Total 


Latest Dari's 
price dange ffipi 
4735 +OJO 47.70 
47.40 +015 48.15 
47.85 +0.15 4035 
47.80 - 4060 

4020 +0.10 48.75 
4930 +0.20 4930 


Open 

tat 


Spot: 16272 3 rafts 1.61 96 6 rate 13125 9 nte 13042 


Low Vd 

46.90 14.496 5T214 
4720 10262 38.180 
4730 5370 18302 
47.80 2.455 10.785 
4820 870 15.525 

4930 >.125 9553 
37,344179378 


■ GAS OIL PE (Sfem) 


■ HKSH GRADE 4SOPPER (pOMEX) 



Set! 

Day's 




Open 


price dange Hgb 

Low 

Vol 

Id 

Jan 

76.10 

-0® 

76.10 

7135 

324 

807 

Feb 

76.® 

-0 25 

76® 

75® 

2® 

23® 

Btar 

77® 

-025 

77.40 

75.73 

7.387 33313 

Apr 

77.40 

-020 

77® 

77® 

106 

1®3 

Nay 

77® 

-0® 

78.30 

7630 

3® 

5374 

Jan 

Total 

78.15 

-0® 

78.40 

77® 

29 1.724 

8JQ3 68®2 


Sait 
price 
Feb 14225 
Mr 143.75 
Apr 14525 
May 147.00 
Jm 14930 
Jol 151.00 

Trial 

■ NATURAL 


Open 

tat 


Off* 

donga Mgh Low 

-1.75 144.50 142-00 5,408 28328 
-130 145.75 14330 1,306 13335 
-1.75 14730 145.00 746 10268 
-1.75 149.00 14730 726 5.430 

-130 15030 14900 752 15103 

-125 15225 151.00 104 3.485 

11,482 HU 3W 
GAS K (1300 ftenra peace per new 


Jan 

2012 

+43 

202.4 

mo 

3264 

3810 

Mar 

196.4 

+2 2 

1B8.0 

193.5 11.434 463® 

Way 

1943 

♦1.2 

196.5 

193.0 

3.717 

27888 

Ad 

1963 

+1.4 

198.0 

194.4 

2®5 18385 

Aug 

1968 

♦13 

1883 

1953 

199 

7378 

Sen 

1970 

+13 

108.9 

1953 

207 

4.732 

Total 





21,634 113,725 

■ POTATOES UFFE (20 tonnes: £ per tonne) 

Mar 

833 

_ 


_ 

_ 

_ 

Apr 

1010 

-1.5 

1033 

1013 

15 

1397 

May 

1113 

-15 

- 

- 

- 

67 

An 

1213 

-13 

- 

- 

_ 


Hov 

540 

- 

- 

- 

- 

a 

Total 





15 

1,207 

■ FREIGHT (BIFFEX) UFFE (SlOflndex point) 

Jan 

1122 

_ 

1122 

1121 

17 

530 

no 

1 no 

- 

1115 

mo 

19 

249 

Uv 

11SI 

+1 

1155 

1146 

24 

328 

Apr 

1170 

- 

1175 

1165 

32 

471 

Jd 

1055 

-5 

1055 

1055 

33 

134 

Total 

atm 

Are* 



IS 

1773 

BH 

1144 

11 ® 






Mar 297.7 -13 300.4 297.5 3.625 22329 

May 3003 -1.7 303.1 300.9 1.08S 11.378 

Aug 3018 -1.3 305.6 304-0 435 5,158 

Oet 2SB.1 -1.7 300.3 298.1 122 5253 

Dec 300.3 -10 3023 3013 9 384 

Total £312 44389 

■ SUGAR 'll’ CSCE (1 12,000*»; cmts/lba) 


■ COCOA UFFE 
1025 


1050. 

1075, 


26 

— 18 


Mar Jan 
87 45 

60 92 

43 14? 

May Mar 
72 15 

57 27 

45 44 


May 

50 

72 

99 

Mar 

40 

63 

56 

May 

23 

33 

46 


Mar 11.12 -0.08 1130 11.1121360 06,725 

May 10.99 -0.03 1125 10.6811,049 44,751 

M 1032 -005 11 07 1092 1912 27,992 

Oct 10.94 -002 11JCJ3 1096 4 .652 34.793 

Mr 10.94 -0.04 1123 1094 Z636 1499 

May 10.93 -0.04 1096 1094 58 1.896 

Total 44992207,790 

■ COTTON NYCE BOOOObs; cants/lba) 


■ BRENT CRUDE 
IPE Mar 

1550. 48 

1600 27 

1650 - 15 


Apr Mar 
39 
55 
45 


Apr 


80 

105 


LONDON SPOT MARKETS 

■ CRUDE OIL FOB user barrel) +nr- 


Mar 6828 +020 66.45 63.61 2.827 37,883 

My STM +025 6799 67.15 302 15,473 

Jd 69.16 +028 6920 6050 683 15,533 

Oct 71,00 +020 71.00 7065 2 1,670 

Dm 7113 +822 72.21 71.70 327 113® 

Mr 7118 +025 7320 7105 36 640 

Trad Ajeaa asm 

■ ORANGE JUICE NYCE (IS.OOOte; certefito) 


My 


PRECIOUS METALS 

■ LONDON BULLION MARKET 
(Prices supplied by N M RatftscftBd) 


GaMfCray oz) S price E equiv SFr equiv 

Close 29850-299.10 

Opening 28100-28140 

Morning fix 28720 175 41 430.30 

Afternoon tlx 288.40 177.06 431.53 

Day's Htgfl 292X0-233® 

Day's Low 386.70-287.10 
PrevKJUS close 28720487k) 

Lora Ldn Mam Odd Lanring Hates (Vs US$) 


Feh 14300 +0 050 14310 14200 15 1345 
Mar 11250 - 11350 11250 560 1.790 
Total 985 11246 

■ NATURAL CAS NWEX (10,900 mmBta.: S/mn8ta| 


PULP AND PAPER 

■ PULPEX OMIX (US$; 24 air dry tons) 


94.10 -025 94.75 3395 6200 22247 
86.90 -0.05 97.70 96.7Q 2£34 1678 
99.85 +110 10050 9920 617 4,431 
Sep 10225 +035 10325 102.75 56 1115 

Met 10150 +175 101 75 105l50 98 1J75 

Jan 107.96 +095 lOSO0 107 SO 12 595 

Trial 9JSM 38,565 


Feb 


1 mortti 

. 3.81 6 months 3.74 

2 months 

3 months ....... , 

...3.80 12 months 3.71 

,~3.78 

SHvor R* 

p/troy oz 

US ets equiv. 

Spot 

355.30 

58000 

3 months 

35435 

575-65 

6 months 

355.05 

574.15 

1 year 

364.55 

5BEL2S 

Gold Cote 

S price 

C equiv. 

Krugerrand 

287,5-2903 

177-178 

Maple Leaf 

- 

• 

New Sovereign 

67-70 

41-43 


Apr 

Kay 

Jua 

Jut 

Trial 


latest Day's 
price dongs 

1100 -0.076 
1090 -0.069 
1116 -0.040 
1135-0020 
1145 -1020 
1185 -0JJ17 


High lew 

1175 1100 
1155 2.085 
1150 1110 
1150 1125 
1165 2145 
2190 2160 


Open 
Vd tat 

31,497 37294 
7.486 27280 
4203 T3J47 
2440 am 
745 10,873 
907 10.785 
0908143338 


Mar 

Jun 

Total 


Set! Day's 

pika ctamga Hgb Law Vol 

47925 -175 48025 47925 
50225 -125 505.00 50125 


Open 

tat 


25 

383 

45 

3® 

a 

SO 


FUTURES DATA 

AB futures data suppSed by CMS. 


VOLUME DATA 

Open tntsrest and Volume data shown lor 
c ontrac ts traded on GOMEX. NYMEX, CBT. 
NYCE, CME, CSCE and IPE Crude OK are 
one day in arrears. Volume & open interest 
totals are for all traded nwntfw. 


INDICES 


■ UNLEADED GASOLME 
NYMEX (42000 »S BM; e/US galls.) 




Day's 




0PM 


price 

change 

Mgh 

Lem 

Vd 

M 

Feb 

51.® 

+031 

51® 

51.10 

11,128 

31.167 

Mar 

51® 

+ai6 

52® 

51® 

8,149 

23351 

Apr 

54 50 

+0® 

54® 

54® 

3X13 

16X91 

MW 

54® 

+0® 

55.10 

54® 

2.758 

11X78 

Jm 

54® 

+0.38 

®.15 

54® 

2J80 

8,798 

Jd 

54.70 

+0.48 

55.10 

54 JO 

406 

7J50 

Total 





2BJ38 106X71 


Minor metals from Metal BuBetin 
European bee market S per b In warehouse, 
unless otherwise dated (Mat week's in frecX- 
eta. where cfungeft Antimony; ».»*>, S 
per tonne. 1,680-1,750 ii .550,-1 ,620). Bis- 
muth: min. 99.39%, tonne wta 3.15-3.36 
(200-320). Cadmium; min. 89.95%, cam a 
pound. 30.00-35.00. Cobalt: MB tree market 
min. 995%. 25 00-35.50 nwi. 99.3%. 18X0- 
18X0(17X0-18.30). Mercury: min. 9938%, S 
per 76 lb flash, 140-150. MohMenum: 
drammed mdybde wkta, 3.70E32O p jo- 
3.85). C elenlwiB min 99-5%, 2.00 3®. Tung- 
sten standard mm. 65%, $ per tonne unit 
110M WO„ OF, 40-52, yanm&flK min. 98%. 
OF. 8.40-680 (5.35-6.1 5V Urankmt Mweeo 
imrmtrkaed exchange value. 186. 
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Jan 18 month ago 
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1744^ 

1742.8 1744J2 
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■ CRB Future (Base; 1967 

= 100) 


Am 18 

Jan 10 month boo 

year ego 

228.68 
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LAW WAREHOUSE STOCKS 

Aluminium 

-1,025 

to 

809,035 

Afaflwtum alloy -120 

to 

43.120 

Copper 

+200 

to 

340,075 

Lead 

-75 

to 

110,7® 

tfekel 

-42 

to 

65,784 

Zinc 

+775 

to 

487/450 

Tin 

-50 

to 

12X85 


Dubai 

Sl3.45-3.55x 

-OXI1 

Brent Blend (dated) 

S1d.9S-5.08 

-0.31 

Brent Blond [Mart 

Si 5.63-5^6 

-0^0 

W.T.I. 

Sl6.77-6.79x 

+0^5 

■ OIL PRODUCTS NWEprompt oaPrery OF (tend 

Premfcjm Gaaoflne 

S173-17S 

-1 

Gas 01 

$142-143 

-2 

Heavy Fuel CB 

$70-72 


Naphtha 

*155-156 

-1 

Jd (del 

$1 BO-162 

-2JS 

Diesel 

S147-149 

-2 

■ NATURAL GAS (penc&Aherm) 


Baa on (Feb) 

1430-14.30 


Petrctctm Ayat. Tel. London (Bin) 359 0792 

a OTHER 



Gold (per troy oz}* 

$288.85 

+1.30 

Saver (per troy az& 

580 JMe 

+3.® 

Platinum (per troy oz.) 

$374X0 

-1.50 

RaJiadnjm (per troy oz) 

S230X0 

-050 

Copper 

82.0c 


Lead (US prod.) 

45.00c 


Tin (Kuala Lumpur) 

2\A\T 

+0.46 

Tin (New York ] 

246.5 

+1.0 

Cattle (Sue weight) 

89.41 p 

-1.74* 

Sheep (live we&it) 

83.01 p 

-1.14' 

Pigs (fare wdghvr 

64.90b 

+0.92* 

Lon. day sugar (raw) 

$272 jn 

+1.10 

Lon. day sugar (wta) 

$297.00 

+0.60 

Barley (Eng. feed) 

Unq 


Maize (US No3 Yeflow) 

£109.00 


Wheat (US Darit North) 

Unq 


Rubber (Feb)¥ 

49-00p 


Rubber (Mar)V 

4Bsnp 

-1JU 

Rubber (KL RSS Noi) 

302XOm 

+2.00 

Coconut Oi (PhU)§ 

525. Oy 

-20.0 

Pabn Ol {Mafoy.)§ 

570 J) 


Copra (Will)§ 

£380. Oy 

-2J5 

Soyabeana (US) 

181X0 


Cotton OutfookW tadex 

70.806 

4X40 

Wooflopo (649 Super) 

387p 
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COMMODITIES NEWS DIGEST ‘ 


Talks restart on 
Kolwezi project 


Talks about the Kolwezi copper<»baJt waste dumps 
project in. the Republic of Congo (formerly Zaire) will 
start again today. Gecami&es, the state owned m i n ing -- '. 
group, stirred up controversy earlier thia month when It 
remrta»npd a tender for the project even though American . 
Mineral Fields, a US. company, bad agreed ip April to. buy 
Kolwezi for $lbn. . ^ 

Gecamines Issued a long statement yesterday to clarify 
its position. It insisted that it had scrupulously compiled 
with its own procedures for granting contracts and said - • 
AMF j fr a d not satisfied the financial conditions. •’ - 

AMF is suing Anglo American Corporation, South - 
Africa’s biggest company, -for $3bn in Texas, c laiming 
Anglo interfered with the negotiations and offered to pay 
the Congo government tens of mfflidns of doom's in up- 
front cash to squeeze AMF ouLAnglo repeated yesterday, 
that it was hot interested in the project and had done no 
wrong. 

A tea m from AMF arrived in Kinshasa yesterday to 
reopen tabes with the government An AMF. official said: \ 
"We have doubts about the Graamines statement btitwie- 
doo’t want to disbuss it with the press. It would not bene- 
fit our negotiations with the government and Gecamines.” 

On January 12, AMF completely reconstituted its board 
and Robert Stewart, the new chairman, is leading its 
Congo delegation^ Mr Stewart when working for the 
Bechtel engineering group last year, was directly involved 
In developing a reconstruction and development plan for 
Conga The AMF official said the board reorganisation 
would have taken place even if there had been no difficul- 
ties with the Kolwezi project 

Someth Gooding. Mining Correspondent 


SWINE FEVER 


Germany moves to calm concerns 


German agricultural officials yesterday moved to calm . 
concerns raised by the latest outbreak of swine fever In 
the country. At a meeting of European Union farm minis- 
ters in Brussels, German officials said they expected the. 
outbreak to die out by the end of the week and that test- 
ing was continuing. In the meantime, Germany has 
stopped the export of pigs from affected areas. 

Germany played' down a ban imposed by Belgium on aH 
imports of German pigs. According to officials, Belgium 
will lift the ban once Germany can show that the out- 
break is over. In the past two weeks, there have been dis- 
coveries of swine fever, which is highly infectious, in' two 
German states. There have been precautionary callings of 
pigs in other states, including North Rhine Westphalia " 
which borders Belgium. 

The outbreak in Germany, which has affected one of the 
country’s biggest pig rearing farms, comes in the wake of 
an epidemic last year in the Netherlands. The disease has 
also appeared in Spain. The European Commission has 
made clear it has no plans to ban German pig exports, 
and the form ministers considered no such proposal at 
their meeting yesterday. 

Meanwhile, Dutch authorities yesterday imposed new - 
curbs on pig forms in the wake of fresh outbreaks in the 
south of the country. Daniel Dombey, Brussels 
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ACROSS 

1 One down and six across 
supply this for a familiar 
26(G) 

4 Let out during booze-up, 
suffering after long haul 
(3.3) 

8 The first person a part of 
the Bible quoted as 26 (7) 

9 Smile, if fellow goes in for 
26(71 

11 Send Tommy home with 
second, but not last letter 
(10) 

12 I came across rejected 
article (4) 

13 One well versed In 26 (5) 

14 Choose wrong, ignoring 
outsiders in some very 
small matter (8) 

16 One of a dominant few, ape 
leaves exotic archipelago 
( 8 ) 

18 Elementary part of 14 or 26 
(5) 

20 Almost finished with new 
cooker (4) 

21 Is nervous reaction in some 
spheres a lot to do with 
guns? (10) 

23 In a more cryptic version 
for 26 (7) 

24 Mind swapping ends before 
lutz, omitting first 26? (7) 

25 One paying by cheque for 
storage facility (6) 

26 Fve finished every cross- 
word ever published! (6) 

DOWN 

1 Make a move with firmnrrial 
arrangements incomplete? 
(5) 


2 For fun, have a go at remix- 
ing a mono LP . . .-.(7) : r i ' 

3 air Lennon version,' 

lacking directness? (&6) " 

5 One entertained .by- Jane in 
high-rise dwelling (5> 

6 Red suits me . when it’s 

party time (7) '■* ! - 

7 A certain volume of tour- 
ism? (9) 

10 With pencil, he and I doo- 
dle - we’re 26s (9) 

13 Bowled over, having - 
brought out new issuff (9) : 

15 Beautiful divorcee is taken 
in completely (9) — 

17 Boat almost left with load 
shifting CT) 

19 Try to be casual during a 
race meeting 0) 

21 Cheese, new In — it's many . 
and salty (5) . - 

22 Supply - food ransomed, , 
being in credit (5) 


Solution 9,585- . 
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PREPARING FOR EMU 
THE BUSINESS PERSPECTIVE 
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Hosted by Quentin Peel. Foreign Editor, 
the FT is holding a Breakfast Seminar 
to examine how EMU is likely to 
impact on business and how 
European Companies are preparing. 

The seminar is to be held in 

Edinburgh on Thursday March 12 


In association with 


Limited places are available 
at a cost of £50. 


If you would like to attend 
please contact Julie Arnold on 
tel: 44 (0)171 873 4816 
fax: 44 (0)171 873 3595 
or email Julie.amold@FT.com 
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LONDON STOCK EXCHANGE 


Footsie struggles in spite of news of big merger 
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MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 

London's equity market gave a 
muted response to news of a 
potential merger involving one of 
the UK’s biggest pharmaceutical 
companies. SmithKline Beecham. 

The news initially sent the 
share price of SmithKline Bee- 
cham and other pharmaceutical 
stocks spiralling up to new 
all-time records, before a late 
slide left SmithKline pennies 
easier on balance. Stripping out 
the drug stocks, the FTSE 100 
index would have shown a loss 
throughout the session. 


In the event, the index finished 
the day 4.6 higher at 5.2T&2, still 
well short of its all-time closing 
high, 5.330.8, and 89.1 below its 
intra-day record. 

The index hit those records in 
early October, just before the tur- 
moil that engulfed Asian cur- 
rency and stock markets. 

A clearer indication of the 
overall state of the market was 
provided by the FTSE 250 which, 
although never under any great 
selling pressure, was In negative 
territory all day. eventually dos- 
ing ll.S down at 4£20.S. 

The market’s smaller stocks 
wer e si milarly restained, with 
the FTSE SmallCap index closing 
0.4 easier at 2.36Z2. 


Stories that SmithKline Bee- 
cham had been discussing a 
merger with American Home 
Products, the third biggest of the 
US drugs groups, were circulat- 
ing in the market late last week. 

Confirmation that talks had 
taken place saw SmithKline Bee- 
cham shares erupt, along with 
those of similar drug stocks such 
as Zeneca. Glaxo Wellcome and 
Nycomed, as investors decided 
the wove heralded another round 
of consolidation in the pharma- 
ceuticals industry. 

Between them. Zeneca and 
Glaxo Wellcome accounted for a 
gain of around 10 Footsie points. 
On Monday, the drug stocks were 
responsible for all but half a 


point of the index's gain of 10.5. 

Outside the drugs companies, it 
was mostly a gloomy day in the 
market, with many engineering 
and other exporting stocks ini- 
tially weakened by an early 
upward move by sterling. 

However, later in the day. ster- 
ling slipped back below the DM2 
level after some cautious wards 
from the governor of the Bank of 
England. 

Footsie fell away to record a 
23.0 fall early in the session, as 
big institutions refused to get 
drawn into paying high prices for 
stock, preferring instead to book 
profits tn some of the market's 
recent winners. 

Asian stock markets, which 




have tended to give a lead to 
European markets in recent 
weeks, looked generally more 
secure yesterday morning. 

Footsie's winners included 
Cable & Wireless, whose Hong 
Kong subsidiary is to receive a 
big cash compensation payment 
for relinquishing its exclusive 
]jr ynt-g over international mHr 

On the downside. Prudential 
took a pasting after some disap- 
pointing new business figures 
from Jackson National, its US life 
division. 

Turnover continued at rela- 
tively high levels, eventually 
reaching 1 -lbn shares, boasted by 
a placing of 54m shares in Ele- 
ments. 
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FTSE 100 52782 
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Beecham 
blows hot 
and cold 


By Peter John, Martin Brice, 
Joel Kibazo and Melanie 
Senior 

Confirmation by SmithKline 
Beecham that it has been in 
talks with American Home 
Products of the US sent the 
shares racing ahead before 
they fell back to where they 
had started the day. 

At one stage SmithKline 
shares were up more than 8 
per cent on the prospect 
they could represent equity 
in the world's biggest drugs 
company. 

At its highest point, the 
market capitalisation was 
head to head with Merck's 
and above the valuation of 
Pfizer and Novartis. 

Analysts saw potential 
cost savings to match those 
generated by the merger 
between Glaxo and Well- 
come a couple of years ago. 

However, further consider- 
ation raised questions on 
how a merger would be con- 
ducted and what would hap- 
pen to the listing. 

Peter Cartwright of Wil-. 
Hams de Brae said that when 
Beecham, the manufacturer 
of Lucozade and flu powders, 
merged with SmithKline of 
the US valuations were 
equalised and the same 
could happen this time. That 
would imply a Tall in Smith- 
Kline and a rise in AHP. he 
said. 

SmithKline is already 40 


per cent owned by US share- 
holders. With the prospect of 
a sharply increased US 
equity holding, the impact of 
strong sterling on profits 
and a non-British chief exec- 
utive, there might be little 
rationale for the new com- 
pany to be listed in the UK. 

One index fund manager 
said UK institutions would 
sell heavily if the listing 
changed, but there would be 
a rapid switch into the US. 

The shares were on a pro- 
spective rating of more than 
40 times earnings at one 
point, compared with a sec- 
tor p/e of 30. From being 
above 8 Q 0 p the stock fell to 
close 3 off at 743p. 

The prospect of corporate 
activity in tbe sector sent 
Glaxo Wellcome up 30 to 
£16.69 and Zeneca up 60 to 
£23.57. 

Sterling casualties 

Although the pound 
dipped below the DM3 level, 
the possibility of its ongoing 
strength continued to take 
its toll on manufacturing 
exporters, which figured 
prominently in tbe list of 
leading Footsie Callers. Many 
had also suffered recently 
because of the Asian crisis. 

Foremost among the Call- 
ers was Smiths Industries, 
which has only about 25 per 
cent of sales in the UK. The 
shares lost 25 to 730p. Siebe. 
which was marked down 
strongly after recent s tro n g 
results from Honeywell of 
the US, continued to suffer 
and was off 23 at £10.29. 

LucasVarity fell 8% to 
I98 3 ,ip as Guaranty Nomi- 
nees. the US investor, 
reduced its stake by about 1 
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percentage point. It retains a 
24 per cent holding. 

The markdown spread 
beyond engineering, with 
Bine Circle off 6 to 31TAp 
while British Airways 
declined 8 Vi to 519p. 

Outside the Footsie, Weir 
Group, which has about 20 
per cent of sales in Asia, was 
the worst performer In the 
FTSE 250 as the shares fell 
21 to 228 p. 

FowerGen, one of the key 
defensive plays in the Lon- 
don market, received sup- 
port from Credit Lyonnais 
Lalng, which believes the 
stock provides the best value 
in the sector. 

The broker says that, 
although the electricity sec- 
tor rose more than 17 per 
cent last year, the govern- 
ment’s decision to wave 
through Pacificorp's bid for 
the Energy group provides 
more momentum. The 
shares rose 24 to 873p. 


Nycomed. the pharmaceu- 
ticals group, jumped 162 to 
£23.97 ahead of presentations 
to brokers over the next fort- 
night. 

Early pins among tobacco 
stocks were eroded following 
heavy selling of the US 
rivals. Sanford Bernstein, 
the US broker, said there 
was only a 60 per cent 
chance erf a comprehensive 
settlement between the 
tobacco companies and Con- 
gress. down from 80 per cent 
earlier. BAT Indnstries 
dosed a penny off at 579p. 

In telecoms, Cable & Wire- 
less gained 7V* to 508'Ap fol- 
lowing news of a lucrative 
compensation package for 
Hongkong Telecom. 

The territory’s dominant 
telecoms operator has agreed 
to give up its monopoly on 
international telecom- ser- 
vices six years earlier than 
expected in exchange for a 
compensation package 
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including HK$6.7bn in cash. 

Cable & Wireless owns 54J2 
per cent of Hongkong Tele- 
com and derives around 65 
per cent of its pro fi ts from 
the company. 

‘'Holding on to an exclu- 
sive licence was always 
going to be difficult, so Cable 
& Wireless has done well to 
get this kind of compensa- 
tion,’’ said one analyst 

BT In demand 

Elsewhere in the sector, 
British Telecommunications 
was in demand, the shares 
appreciating 6% to 550p, 
while Orange stood out 
among the mobile operators, 
with the shares hardening 
4 W to 27ff4p. 

The impact of the govern- 
ment's plans for education 
continued to provide impe- 
tus to training companies, 
with Northern Recruitment, 
the recruitment consultancy, 
up 11 to L97V»p. 

Nord AngHa, the teaching; 
company, gained 21 to 308Vip 
while Lorien, the informa- 
tion technology recruitment 
group, gained 10 to 587VVp. 

SIG, the builders’ mer- 
chants, beat the ripflilnp in 
the construction sector and 
was firmer at 209p following 
an upgrade by the building 
team at Merrill Lynch. 

They shifted their stance 
from “neutral" to “accumu- 
late” following the 20 per 
emit decline in the stock in 
the past month. 

Jarvis was t he b est per- 
former in the FTSE 250 as 
the stock gained 25% to 408p 
after the track maintenance 
group announced two new 
deals. The company 
ann ounced that it had won a 
contract from Royal & Sun- 
Alliance worth £26m over 
three years. 

Although most of the 
share price rise came in 
early trading, the midday 
announcement of an agree- 
ment with Rail track was 
said to be more important 

Standard Chartered rose 


20 to 580p aftw the bank's 
Malaysian unit said it did 
not see any big drop in its 
loans quality despite the 
slowing economy. Also, 
some analysts reiterated 
their “buy" rating on HSBC 
on a 12-month view and the 
shares bounced 34 to £I4J>4. 

Supermarket chain Somer- 
field ruse 4 to 241 Vip after it 
posted interim figures in line 
with market expectations. 

Stationery retailer Part- 
ners Holdings fell 7V4 to 
52%p after the group 
announced a 3.7 per cent 
drop in like-for-like sales. 

Kenwood Appliances 
slipped 6H to 127Vip follow- 
ing the resignation of 
finance director Kferan 
Moloney, to be succeeded by 
Chaham Wkkenden. 
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Highs & Lows shown on a 52 week basis 
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-.10 £47 0 0 (2 (7 EdtCFH 

- 13 400 0 0 4.1 40 EtonfiG 

-X 472 0 75 31 £4 Eneo, 

EunOT 
FMriBft 


0.75 

IX 

123 

DM 




-1*2 

-*9 CornraBfc IS 48 
-9.7 CuBur £47 
-80 Dareta 098 
,Tr! PotaG IX 
W Era® 3 65 

FW 00? 

-260 FCBU 300 
-541 FCEH 500 
_aj FCFsr 122 
, FC Pap 2 
TJ Frit* 3J1 
Farids 7=5 
-30 Fdtontf 11.74 
-396 Fans 3 D5 
.eo FtMnc 4 JO 

GrfrTr £79 
-113 coflu, 

-30 GTOKlei 1.12® 
■ ♦&£ EMU 107 
ftdrratf £52 
_e 7 filCaM 190 
ftritJ 4 42 
. ’ KUlB 1(7B 
-36 j^nr £57 
-50 Kktoto (4& 
-77 LbULs 32N 
.94 Ltai H SX 
r: MU 004 
MB*nM 820 
-IS Merten 1-70 
♦4.7 MOM 233 
-1(8 NAB 21 64 
NUCan 073 

-(5 
-15 
♦3* 


Oaft lore TU PIE Gtncw 
EFEA 

13X0 +M0 27 *00 7.280 ...280 {HSU 
£1X0 +20Q3O5DE121M £1 140 Wflm, 
910 -70 5160 910(5 60 WwU 

1B.9CC ,„»9»90N 1.T 214 l*J 


.02 11 10 B BS 40 81.7 

+01 IBS llfl 10 330 
*04 £60 103 3.4 - 

-29 2(05 12-30 3.6 17 4 !Enp 
_ 2 30 ON - _ JjSno 

-03 4.48 305 4(106 EES 
♦ 05 0 70 0 40 ... - 

-.45 31.20 KM 34 270 SSTre 
+.03 132 (B5 8 7 ._ ""° Tal 
-01 208 018 17(1 - 

;.n lx iraioiii SOUTH Kawttaim/ won) 

** 302 110 £3 1 *'-■* 

+.14 17.40 9.40 £3 36.T 

-X 601 498 30 210 HST 

"407 3 IE 104/0 SSi 
-05 746 400 10114 

-32 1(90 12X (5 KT 57.700 +400B7®03tn» 17 (5 BCOfi 

410 134 — — 3^5e50D.OOOm -5000 lft HO 278-tiE 0-2 15.7 tori® 

-ffi IS SS 51 “ sSSe rexS .ftSoTETOlSil® OB 17 too-e 

-07 246 OX -- •- EamgHl 7.100 +520 111® 3000 ..11.3 05 

1- are («£!!“ w ,w “ -ara Hi® WHOM US . g-g 
+ 10 4.B9 3 3-4 

- 05 721 3.14 27 

+02 "3 1.10 43 

+04 2® IX 10 ... 

+ D2 303 201 3.0 - n „ in tnc ii? in 

SfiH 22 * Diwi os Zm 76 10 

-06 II W 6J5 Z6 — fMium B7 SO y 50 1C50 61 42 

-w SS” 2101W -200 '*34 21 80 ftO 

- 4.7B £«5I1(3 8200 -X1SW7BX 12 

”S »A+ 5m It lot ‘W’sto » 50 +X BIX *910 1.7 

-QS n n 1AA SWU BIX +1 126 71 1ft 

+a » ow ££0 TaBcd 112 ^ 173 3752 -• 

-03 260 1.47 29 229 

5® 2^30 200 THMUUO(Jan20/BaW) 

.15 1307 (SO 4 S 23" 

Mriri 294 +8 *362 ITS 20 

BottW 138 +18 300 80 22 

(X _ 38 2 30 13 


30 +1 0ft 3(60 £2-90 £0 130 
I3X + 45 2800 1290 (9 4.9 
128 .. 145 4400 3017.1 

104 -40 213 95 50 70 

206 -« 325 300 60 60 
174 EO +120 290 157 4.1 ft ft 
197 +5 380 161 50 (6 

87 80 - 70 176Bfi.70fta 50 
-X SB 4900 IB 2(0 
-X 21 7.01 33 (2 
-.10 14(50 40 40 5.7 

+.14 10 10 135 ... 24 4 
+.15 20 4.15 7 4 7 4 

65 3805 3 1 100 

MX 425 B J 80 

-.10 5-20 305 10 183 
-40 178 88 — (3 

-00 S 28 10 8.7 


XX 

9 

5£90 
3(4 
4 45 
40® 
1510 
4 50 
8/ 


- TAMM (Jan 20/TWS) 


Ubetl 

UbUa 

IURM 


Hsdcor 


~ PicfcaP 
“■ PimiSp 
" PraPi 
'■ Ran Bin 
“ RmtoCp 
RnOCn 
Rant 
SAW 

B 


BT50 


85 30110 

. IBX 3011.9 

1O0OB -1 71 7190 10 s/aw 1 i +180 151 107ZD 25 1(fi 


-09 

-8.1 

-44 

-50 


NSfflfc 

MOWS 

Hewstto 

Hramtii 

North 

OPSM 

DM 

PMPCom 

PbcOui 


•PwWoitelndOK C4g8^ 25322 06 22083 206^. 


241.88 232.10- 07 1^3 251.74 Z&CD 2O505S 23012 23047 268.47 216.61 227.45 


- FT* htaMta® IMH* Qbkhun; SMu Nd Co. M WriMA Poult 1fl» Alrtftt reread TT«*P VM* U B |oMiaitomak ® H» Rnriictol Ttow Uni«l aM San®«d 8 Poor^ ««mTUWr 

N»to driV( Q**rt«aas9ygao m CctanBle Bung Bhmp 


Ssai dale. Dec iSflfi-100 empt thou Ptortn 
noted wftfcft are; flJftO 1 1831. BItoe 3T gg* 
ISSE PLtoi 5 ISBO: t*Oec 3t rifi {5Men 3 
1962: flMarr 4 1*1; (TJAtw 0 1992 (SJSep fl(T Fb 
2B 1990: flMar 1 mi: DO Dec 31 IS SC 
flljO* 31 19937 31 P3JD9C 

3t 19» fMBbe ST 19» P5)A«a 2 ISOS Bolin 
P8 My 2 1991 SET 

U»9 moms mw wnavsteoto tor Ws 
erifton. SernPr 

/TOM 
Stonrt 
Sirem* 


7 34 
140 
1-53 
ax 

148 

306 

390 

(72 

133 

3.06 

IX 

3.70 

420 

7.40 

647 

124 

084 

243 

Z» 

1(20 

875 

(06 

205 

245 

(28 

B.4S 

13.0! 


-.09 3X 246 (3 — 

„ 1.61 0.41 _ TO 
+X 34X2108 30 2(0 
-OS IBS 2-80 (2 -- 

|!g SETS -resox 9 ra 127 

till!! iiJS! sa ”4? ^ 8§ iS?“ 53 

S 83 iSSnr^S *oSISS«]^ 4-0 
"9® SIS 1*11 no Tcfcfe 1426 -X 65 (.« 

;S wo iaii“ m 111 - 18 ia0S3S0!i4 77 

_ 9 503 (3210 

-J15 191 122 50 190 
_ &2B IZfi 3-3 £1.0 

til ox 3 ' 8a - NORTH AMERICA 

_ 176 160 G.1 17.5 
+03 309 Z90 (1 170 

SSU W TOflDfmyxzo/canS) 

-.08 5.40 105 -180 < pm dose 
+3* 90S 600 2.4 134 . 

-05 707 4X 46120 WTO 

-02 101 1.10 E0 110 *»C 

+.01 £X 0.79 38 108 .™g* 


400 -20 7 20 301 
70 -1 13600 70 15 11.7 

1276 24 0 30 110 210 

IBX -X2a/B 19 50 5.5 «S 
910 -.10 33 700 5ft 4 4 

44 75 +.75 44.75 23.EO £.0 1(0 
22X +X 4(10 1 7 *5 136 ... 

20 ... 25 1G 30 37-0 

740 14.74 5X1(7 (9 

71 X +.X 13050 X 32 
2X -.05 7.S0 2 7.8 19 

1105 *05 AO 9 ._ 31 
1035 +05 20.70 9 90 (4 14.1 
238 +X 430 210 *0 7.1 
1.48 +02 174 1X 49 97 
*3 +1.15 64 34.X £6 130 

15.95 -10 31.X ION 9 4 SJ 
21.75 *05 M X 1(95 J3 100 
60.70 *13 70 43X £( KB 

17 *05 41 14-94 

347 +1* 30750 275 18 420 

13(40 ftJO 151 1CCZ0 £7 470 
(15 -X 14 70 G.10 70 — 
3« +X 7.40 30S 2ft 9ft 
74 30 -7010750 99 - ... 

1(70 *20 20X1310 28 14.7 
lie +3 117 67 1.7 1(1 

47 X -.40 89 M *5 11 J 30 

(X -05 BM 4 90 2912.7 
4.X +.10 700 4X 30 118 
57 X 55 5 4 117 

785 +.45 24 6 01 (4 78 

34 40 +X49 7S 31 £4 90 

22 +.45 3125 21 17 (0 

B® _ 1705 G 4.5 110 
19 -.78 49X1(90 10+ 

42 -40 B6.X3UW K 108 
9 + JOB 1£S0 7.70 4 ft 0.1 
+1 57 1900 3.3 98 

X 97.! 

-.10 17.75 I 



30 1500 32 1(0 


i ar 6K pal ri FT a 


+/-i 


-..02 301 124 69 100 

-04 5.55 £06 (3 — 278305 AUBE 
-£22351506 16 140 J HMI AWU 
-.10 (20 (70 90 110 «»3J 
-02 7 47 4.40 4.1 15-4 IQISri 

270 201 (1 — M80/ Arena 
-.03 202 111 7 G _ «■ BCtri 
-20 630 405 381(3 10M44 BCE 
-301000 (88 50 — 19534 BCE TO) 

-X 14.10 (76 31 190 4560 BORA 


_ tar 
182 +2 5B0 1(4 
(5 +.1 2L2S 62 
1335 -05 15.4 (56 
£7 B +.1 350 55/S 
3(95 -.45 55.7 36.1 
14.1 +.15 198 125 
3405 -0 3475 216 
209 -.1 2(7 
4505 - 

47 4 .. 

35-75 52 88 

U05 -.IS 19.45 85 


SLSSB9AVBM 

nglfc ®b* fPitadlilKS. 

* FT Free Arwuri Reporte SenMee 
SbSt. « 19 im taMS 2^1 BM EO 8135 

a arit nine 

TOO Mil 


"liausot TTOOraj “ tt ”” ia » 1 ** ftl6ll7M3aa 


IB +4(191 770 3B23J. 



4 pm dose Jxajxy 20 


NEW YORK STOCK EXCHANGE PRICES 



a P>*MA 
S3 1 ! MV 
1 34 78% MB 

17% 19 ASA 

7t« 

20% HVUtW 
31% J 7 jj ASM kdf 
28$ rritotPMi 
im£ S8%4CELU 
li? raKuatm 
M ?JOIMJpp 

a sat, 

99 1% tarns Ua 
74% UKWM 
EM ISA Jam 

25% 19%«W1&SI 

(8$ l7%«Mfc 
27% 10% tost ftp 

23% nS 4*eiir 

i^JS 4 

37% 33MKHI 
(9$ 24AESCOTD 

116% SSAMm 

32 1S%*GM 

a as 

71% 174.MLIW 
BB Stanm 
ES% GB%M9fC> 
7*A £i»BKFr: 

& 3 n 

«fl 22MTU4 

74 18&NCSM 
U(1 SVMBtaM 
77ft iMMik 
27% 14% Mum 
32& 23AMCti 
77% ffltoCa* 

48 $ 30 %M» 

40ft 74H«nAJ 
325 25%*gE 
ffl S«4l 
3543 in/ma 

30 is am Con 

I^SK, 

B4S 58% Mm 
41 J 3% MW 
23$ n%4umJ« 
4fi% 30% Mom 
A fiAAka 
38$ 74$ AM CO A 
46ft 24%toB«W 
8% IMMc 
x 16J.MPW* 
7% lUAouaa 
*6% Simon 
27% 71% M 9CMM 

14% 47%AoxM« 

sJJ latftotam 

97 M% «£P 

n% 

86% ahAoM 
5A i An Bonn 
2SA 27% AnHOkiV 
*& ZsSteHWjei 
84% 9MM 
112ft 71% MM 
8% 84AMtolc 
14% BAD FMEl 

28 !9%ABSSr 
22% 18%toVMrB» 
20% 19$*SWW 
43% 34%Mm 
93% TAhtMM* 
49% 32$ teWftl 
51% 34$to5B*A 

«% hS!Ew7 

88% 4B%ADH0BR> 


Q4S 1.1 34 732 o44 <J% 43% tlA 

IJM U 813753 39% 37m 39% ■»!% 
ID 4850135$ 131% 114% *l£ 
120 U It 814 21 ft M sM 
185 19 2715D4 u7T;i 71$ *TA 
A49 12 S JIB I2fl 137, 72% *,T 

048 18 21 359 30ft 29% 30 41 

11 157 24*| 24 24ft +ft 

896 18 12 455 85% S% 85 -1% 

090 79 12 900 011$ 11 j 11% 

ao 73 n m a 4 -i 

090 58 257 10% J0% iSJ -ft 

B (\ 4? 4$ 

JS 9% »% Oft *A 

a 1113 71$ 21% 21 Jl -X 

« 256 17$ 17% 17U A 

039 83 1 283 24% 73$ 24% 


SSISe.. 

10% 8% Applto Fi 
34]] lUtpgMTa 
®3 8% AIM Mm 
7i% aKuooiPMA 
24$ 17*tffli 
« % 4D%AaO# 

8% 3$ tow 
U 21 taaliP 
» 51% Amt* 

38 B%*ntf* 

-ft ’sas 


30$ATlTi 

S MROI2 

MMSa 


5S> 

SS 6 " 


asa 


12$ 5?*^* 

13 BUTCH 


100$ 80%Bw*toB 
® i 61% AM 
89% TBStmOBB 
Soft 43% HaM 
isi% ^ww* 
115% 83% AMP 
38 2B%BMiCn 

3SS" 

3 ssr 

47% 32%taj® 

41% Mm m i h 
17% 25%BbSIGM 
71 18% BB ft >838 r 

AW 


56% 33% Ml 
47|| 33% M 
76 0$BMI4JP 

^ l^MMA 

H ssr B 

4MB03300Q BnHJ 
1524 iraBwMS 
21% 13jflwirh* 
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23ft 

jfl 49%MtnH 
12% 7$BOGl 
71 G4$BHM 
27ft 14ft K MR 
32 A 17% atop B 
22 M%BknttnaS 

28% Hr* HR. 
BA aVMMMi 
7% 8%flnrMKi 

-a 3 e**' 
3 Hsb 

Susas 

9 3%0ootorCo 
il% 7ABgmb» 
28% ib% am Cat 
78i{ 4180150 

5541 35% BMW 
37% rrlltaW* 

30 Z&nEPna 
77% 17 EfeMflf 

n% «%ma 

17$ W$ HMH 

«A s?%BM»aj* 


012 05 17 237 a ay 

is « 21% as? 

131 14 a aa 94 924 

B8 a% H 

050 13 13 1433 45% m 
7311 C % 41? 

060 1.1 S 42E7 72$ 712 

» 721 27A W 

046 08 IT 1400 485 ^ 

08* 01 10 2543 295 2 

us 3* l* as: m% ay 

IBB 15 M 7013 59A 

IID 1J 20 ISM fi W 

030 0- U 3124 7DA S?;;i 

30 12*3 15 14* 

£65 204 0 46 13 12t! 

rrtsaaj yuh <3?l 

wn U 7 4843 n$ 11 

13 5839 affl% 44> 

042 19 13 358 22/a 2i« 

036 >9 15 877 22% J1A 

020 07 » 32B 31 30% 

020 08 17 S3 2BA 

064 U 23 5132 «S 44»j 

0® 22 IE 205 27% 27 J, 

127 5£ U 531 30H 30% 

09* 29 15 3004 2&, M 

0« U 2 1139 33$ 333 

17 1403 19$ 17\ 

052 19 15 1155 34% 33% 

296 U 32 555 41A 40,? 

<m ij i4 ?s 60% a% 

052 18 1722595 35/, 34$ 

094 7.7 9 Eft off *9% 

096 1.1 13 671* flip* 6B|* 

1.16 V 16 1524 KTij *%2 

OIS OB 573 21% 20% 

1512 32d 31$ 

IS) 22 1412254 CS% G5% 

8212 B37 M 

044 ID 19 859 48% *u 

042 OS 188 BA 1% 

IB TOT 20% a 

21*1 27 z % 

038 OB U 1342 47A 46$ 

055 2S 15 250 3$ 22% 

060 1 1 a am mI a% 

082 29 13 15 2lX 21 

2.40 49 15 3314 GO 1 . 

090 II 1511609 E?(] 5lM 

141 U!1 M 85% 54% 

038 BJ 330 5,J S$ 

£10 74 15 234 29% 23A 

050 21 17 33 33 5% 

172 15 3011M *94% Bjl 

010 03 2213857 W ICC 

042 85 404 SA 6% 

050 <9 1 138 10A 10% 

03B 19 24 BBS 71(3 21$ 

195 8.1 10 20% 20% 

OB2 29 IB 4« 29% 27$ 

£54 00 13 9217 37% 38% 

14155 096% B3A 

ioo is i4 sun 
a 886 *oi an] 

£40 29 a 7082 «(] h 

139 £2 13 71 69% G7U 

290 14 14 5208 53$ CA 

034 £2 5 52 15% 18% 

L20 £3 15 1427 53% 52% 

030 05 3S 2473 51$ 58% 

a 5817 27% at 
088 42 57 22$ 22A 

IJM 2J 19 5047 45 31 

18 MB 17% IBu 

IJM tJt 44 1914 57% 3.; 

B28 09 a 1408 39$ 14$ 

088 13 291 IDA 10% 

045 19 19 310 27% 27% 

8 2449 12$ 11 A 

01! 02 a 1338 70$ 70 

oa 09 a 8848 22 21H 

zm 07 91 844 4th *5$ 

9 22® 5 4% 

£10 55 21 B 24$ 

1.78 £4 15 m 73% n$ 

19 2252 31% % 

118 1$ M 

080 £5 10 997 31% Jl 

050 19 S 2B2S 21A 25% 

054 41 18 1019 8% 5A 

1.10 £1 a 1851 E2li 51% 

oa 1.1 701 8 

040 05 S 1*62 72% Tl 

192 29 a 44253 BA «4% 

£90 07 on M OS 

I 11 M U 

194 74 11 901 21% 20% 

£55 15 13 3S71 78)] 77,{ 

191 39 3* 147 29% a% 

038 05 a IDA 1 

053 09 32 7233 81% ®% 

21 9667 27H 27% 

025 111 380 lE 1% 

II IB 14% I3U 

1218 33% B% 

OBO 09 14 7H 84% HA 

128 £1 33 543 SU 57% 

050 4.4 m US HA 


144 £1 a 1898 90 aA 

a sis- 33% an 

oa 19 ii it- ii% mil 

037 £0 78 1BA 15% 

oa 1.1 H1M7 «% 35)1 

040 ii a ia 22(1 

on i.a a ioo- 3i$ 

OIO 04 22 728 74 Z3A 

194 OS 21 3*84 32A 32% 

192 £5 SI 1316 54% 53% 

U I.' I » 34% B% 

030 14 78 72 24% 23U 

04t 19 17 57 21% 83% 

1.10 £0 15 1H H 55% 

142 19 1524275 BA E7A 

IJM 19 H 4914 57j| «$ 

008 04 1340 14$ 14% 

125 04 24 50% GOA 

m ao 5noo$ toot 

190 OO n 50*1 Sfc 

*90 17 14 4219 108% 1D3A 

£31 £1 II 2 111% 111% 

0.72 £3 D IBM 31 A 29(1 

OJ7 10 11 391 23% SPa 

an ao zna \m ird 

14 tt lift i“ 

MS 09 4538 M 5% 

194 29 B 1147 *1A 40% 

1.16 29 GO 14331 53% SI 

28104 3% 27% 
198 U 19 B 37% 37S 

192 7j a oQ aA 

072 02 456 kSJ% af 

190 179 224 10% 10A 

090 19 8 an 42% 41ft 

on 1.4 16 1548 42H 42 A 

098 1.1 » 8480 u5B% 34$ 

UO S9 8 «3 21% 20^ 

398 14 32 5661 »$ 39% 

10 70 13$ T3A 

1.4* £4 1B1»47 1l» G7$ 

Otf U 31 1306 B% 55% 

OBO 19 a 624 *2% 41 

190 57 3 *76 78 

£28 £9 15 870 B0% 79% 

040 13 18 « 34% 33$ 

10 2D8 A A 

048 13 a 2575 41% 40A 

1049100 48008 
37 (1533 1997 
Ofl £4 18 37 19A 16% 

SI 2288 mh *a% 

130 19 a 2172 102 88% 

180 89 « W U 

590 99 a EG% 04$ 


# A $ 

s% ■*> *'? 

? 31 Jb 

53% 


73% R$ 

Stt 


4B100 tlBOO 

1532 *45 
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GLOBAL EQUITY MARKETS 
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us INDICES 


US DATA 


Dow Jones 


japan 


FRANCE 


DmJodn 


•T. ^2 


16 


Jo 

IS 


in 

H 


1937/96 

Ion 


Sfaxcompfelu 
Hfb lam 


a sunaET activity 


0,1130 


JM 

20 




h h' t 


.... j -1 r i 
■s ^ ?i 


- ••• 1 O j; 


TOSS .* 691.77 77*489 
Ham Bee* tCGjff 10545 1 D 5 T 6 

Tmspwr . . 328956 322895 322941 

UMfcs 26*56 26*47 m& 


^ 1 A. ' 


■ ■■}&■ 
j '.i>» 
i: ? iSr- 

- 4 :- 5 ? 

■- f- #- < 


ik 


ai ns Day's Hgti 7946.47 ( 780347 ) LOW 
Dry's ngh 78 KL 12 ( 77819 *) Low 709 C 01 

Bitot ml Psora 

951-57 95073 957 M 


129931 639169 828*31 4132 

mm fllMflT) (BW 97 ) ( 97 / 32 ) 

10548 161 X 6 10146 SU 9 

(WliW) (W 4 W) (li/l/M) ( 171(7811 
3 X 937 222207 BSfcZT 1323 

(incw) ( 2 / 1 / 97 ) nsravsn onaa 

27 U 1 209.0 27201 1653 

( 3 M 297 ) QSW 97 I D 0 N 2 / 97 ) ( 07743 SQ 
7667.03 (765100 (TMooretaWM 
( 7686 * 4 ) VO**} 


• Vobme Inritoon) NYSE Jon 16 Jan 15 Jon 14 

Jan 18 Jan IS Jan 14 mm Totted 3,453 1424 3 . 43 S 

NYSE 670080 524.734 607080 RSaa 2.131 1510 10 b 7 

FSB BIS 1506 1081 

Arnett 2 B 089 21.135 22082 Unefsnosd 501 822 497 

NawHWa 171 115 135 

NASDAQ 707059 60&241 TOOJTOMaw Km 30 52 38 


on 

19 


Jai 

16 


i» 7 « 

Ugh Los 


Stott CSRVttlM 
Hgb Us 


Job 

SO 


Jan 

19 


J M 

IS 


1 B 97 W 

Mgh Lm 


StoHcanpMkK 
Mgt Law 


6.000 


WtoSES 1 D 5 E 53 1 BJS 201 1604645 2 B 88 I .1 

Dare won 160027 . Ban low 1607722 . 


7,900 


M KYSBYRAMMO ACTOffTY 


Vohitn* : * 70 , 0 * 0,000 


■ ACTIVE STOCKS 


■ UHEST MHStS 



■ TOKYO TTUUHHO ACTIU 1 TY 


146644 3 DKU BUS CAC 40 300634 2996.95 2976.09 300401 2256.97 30 B 401 

Du 1 * Wtt » 1 i 60 . tar's tar. 2990 U. 

(Mum s 587 , 0004)00 ■ PARIS TKABwa AjCTIWTY 


98451 


VStanw : 30 Sv«aaAOo 


■ ACTIVE STOCKS 


■ BS 6 GE 5 T M 0 VBS 


■ ACTIVE STOCKS 


— / — ruaxbr 


Friday 


i- S':-:*., : £**«i 

'1 - •; • * -■ •• “• i, .*»,£.• 


imuskbV 

Rato! 


111242 110590 111490 

1 MJ 1 11339 114.11 


■*' s 3 i- 


B 63 Jt TSOI 9 S 3 L 79 AM 

( 571297 ) mm (S/ 1 ZW) ( 1 / 602 ) 

114082 BE 5.42 114 KB 342 

mom ( 1174 / 97 ) ( 12712 / 97 ) ( 30*80 

WMJ 80 . 7 S mis 7.13 

( 8 / 12797 ) mm ( 8 / 12 / 97 ) ( 4 /S 774 ) 


T - — 




■ ^ 

■‘‘r : ri r 1 

■ 1 - J . 

s :sa 65 

. ; ? " a 3 

:■ 

-■--t 


NYSE OMUL 


500.67 0795 50135 


Aim Comp 


66399 6515 * 85854 


toon 

■on T«ca 
to Monti 
Cmpta 
Can Bad 
at • T 
Sot tadan 
CMymrCp 
Ml 
CM 


NASDAO Cap 156259 15*705 154875 


iwaianr 


43 S 5 S <?T .75 42103 


SUM 389-47 51*31 4 84 

( 571397 ) (I 1 MI 97 ) & 1 Z/ 57 ) 05 / 4 / 42 ) 

771 JO 5*1 JO 721 JO 52*20 
( 7 / 10 / 97 ) ( 28 / 497 ) ( 1710 / 97 ) ( 1677 / 96 ) 

174566 1201 JO 1748 JS 5*87 

(an 0 / 97 ) ( 2 / 4 / 97 ) (ST 1 IW 7 ) ( 3 / 10 / 74 ) M ACTIVE STOCKS 

44&21 33585 4 BL 21 12136 ^ 


Stocks Ckm Day’s 
Bated jstee cha ng e 

8784200 «M 

7 J 70 JM 284 * 

M 2 BJQQ *SK 
52*4300 684 
4 .CMOO 73 H 
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WORLD STOCK MARKETS 


* FINANCIAL TIMES 


Wednesday. January 21 1998 


Signs of recovery as calm breaks out 


WORLD OVERVIEW 


FT/SftP Europe ex UK index 


A quieter day in Asia and a 
subdued return from holiday 
by Wall Street meant that 
investors could relax for 
almost tbe first time this 
year, tcrites Philip Coggan. 

There were few wild 
swings in the equity mar- 
kets: not even the volatile 
Pacific Basin region could 
produce a 3 per cent move- 
ment. But there were some 
encouraging signs of recov- 
ery. such as Tokyo’s fifth 
straight advance. 

Brian Marker, the techni- 
cal analyst, believes that a 
number of chart signals indi- 
cate that tbe Japanese bear 
market is over. 



1896 


Soma: Datostreamtcv 


Most significant, he says, 
is a sharp upturn in tbe 
number of stocks above their 
three-month and seven- 
month averages; this is a 
classic indicator of a market 
bottom and occurred on Wall 


Street in December 1987 fol- 
lowing Black Monday. 

The main area of concern 
in Asia continued to be 
Indonesia where the rupiah 
dropped below the 10,000-to- 
the-dollar level, in spite of 


the recent reform package. 

European markets 
received their customary fil- 
lip from a stronger dollar 
but were given little direc- 
tion by Wall Street, which 
followed Monday's holiday 
with a lacklustre opening. 

A widening in the German 
trade surplus to DMl3.lbn in 
November masked a 3.6 per 
cent month-on-month fall In 
exports which might be an 
early warning of the effect of 
the Asian crisis. The Dax in 
Frankfurt gained 0.5 per cent 
on the day. 

Europe has been generally- 
assumed to be protected 
from the full effect of the 
Asian downturn because of 
the momentum behind the 


domestic economies as they 
emerge from the period of 
Maastricht-induced auster- 
ity. 

ABN-Amro Hoare Govett’s 
latest European strategy 
document is overweight the 
"peripheral" countries - 
Italy. Spain, Switzerland, 
Ireland and Portugal - 
which will benefit from 
short rate convergence in 
1998, once the cross-rates for 
monetary union are agreed 
in May. 

But the heavy industrial 
exposure of Germany and 
Sweden causes ABN-Amro to 
underweight those countries 
because of the potential 
effect of tbe Asian crisis. 

wi thin the world portfolio. 


ABN-Amro is overweight 
Europe but warns “highly- 
rated world equity markets 
seem ill-placed to cope with 
any substantial erosion, in 
earnings estimates. The US 
is our main concern, with' 
Wall Street already showing- 
sign s of de-coupling from 
still bullish bonds. 

“European markets are 
less expensive by compari- 
son,” adds ABN-Amro, “but. 
still look' stretched and are 
in no position to shrug off a 
more cautious mood in US 
equities. We 'thus do not. 
expect a repetition of the 
strong equity returns winch 
were a feature of 1997." 


London market, Page 34 


Merger news 
to lift 
US stocks 


helps 


Milan and Madrid hit peaks 


AMERICAS 


US stocks traded higher at 
midsession as key earnings 
reports in the health and 
financial sectors added to 
market volatility, trrz'res 
Jofm Labate in New York. 

By early afternoon the 
Dow Jones Industrial Aver- 
age had gained 24.16 to 
7,777.71 and the Standard & 
Poor's 500 was 7.19 higher at 
968.70. Technology shares 
managed the best overall 
gains, sending the Nasdaq 
composite index up 15.9S to 

I. 57S.B3. 

In the health sector, 
shares of American Home 
Products surged more than 
13 per cent or $10& to $91% 
on reports that the company 
was in merger talks with 
SmithKIine Beecbam. Smith- 
Kline, whose shares trade, as 
ADRs in New York, rose 3 
per cent or $2 to $59V«. 

News of the potential 
merger sent drug producers 
strongly higher. Warner- 
Lambert gained more than 5 
per cent to $136‘/». Pfizer 
gained $2*A to $79£ after 
releasing quarterly earnings. 

The earnings reporting 
season heated up in a big 
day for banking stocks. 

J. P. Morgan's earnings fell 
below expectations, and the 
stock plunged $3 A to $103&. 
Chase Manhattan and Citi- 
corp released results that 
were generally in line with 
expectations, although they 


saw an Asian effect. Chase's 
shares rose $& to $106£. 
while Citicorp gained to 

SUOft. 

Among other financial 
stocks, Merrill Lynch lost 
$2% at $64 after releasing 
quarterly results in line with 
expectations. 

In the technology sector 
analysts at Merrill Lynch 
cut its 1998 earnings esti- 
mates for Dell Computer and 
Compaq Computer. Compaq 
was down Sfj at $59. 

Semiconductor shares did 
especially well, however, as 
the semiconductor index of 
tbe Philadelphia Stock 
Exchange gained 8.58 or 3.3 
per cent to 269.39. Intel rose 
Slifc to S75T*a. 

Bay Networks, the com- 
puter networking company 
which was expected ' to 
announce results later in the 
day. rose $1% to *29*/-. 

TORONTO ended a volatile 
morning little changed. 
Golds were weak and hanks 
trended lower, but the 
broader market managed a 
more robust performance 
and at noon the 300 compos- 
ite index was up 0.49 at 
6,476.10. 

Golds met with profit- 
taking for the second day 
running as investors pock- 
eted some of last week’s 14 
per cent improvement for 
the sector. Barrick shed 
C$1.50 to C$25.15 and Placer 
Dome came off 65 cents at 
C$17.70. 


Gains in industrial stocks 
that have underperformed 
the market's recent rally 
enabled MILAN to resume 
Its record -set ting run and 
the Mibtel index closed Zll 
higher at 18,485. 

Oil group Eni gained more 
than 3.5 per cent to L10.485 
and Pirelli rose L169 to 
L4.586. Fiat added L252 to 
L5.638. 

Shares in Cir, the holding 
company controlled by 
financier Carlo de Benedetti. 
were suspended after reach- 
ing their maximum permissi- 
ble upper limit for a second 
successive day. 

The shares were 
suspended at L2£15. up L20Q 
or 10 per cent on the day. Cir 
has been in favour since 
announcing a restructuring 
programme designed to 
streamline holdings and 
increase profits. It has also 
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Sao Paulo turns lower 


SAO PAULO turned lower at 
midsession on profit-taking 
after two consecutive ses- 
sions of steep rises, and the 
Bovespa index traded down 
185 or 1.9 per cent at 9.568. 

Shares opened higher, 
helped by modest gains in 
Asia's battered stock mar- 
kets, but moved into nega- 
tive territory as investors 
decided to take accumulated 
profits. Among blue chips. 


benchmark Telebris pre- 
ferred was 2.1 per cent lower 
at R$119. 

MEXICO CITY was weak 
at midsession, in spite of the 
early gains on Wall Street, 
as investors assessed the 
impact of a larger-than- 
expected trade deficit for 
December, its largest for 
three years. 

The IPC index slipped 
68.74 points lower to 4,704.70. 


S Africa boosted by banks 


Johannesburg moved 
strongly ahead, helped by a 
near 2 per cent surge in the 
banking an d financial sec- 
tor, and supported by bul- 
lion’s climb back to $290. 
Tbe overall index rose 74.1 
or 1.3 per cent to 6,012.4. 

Among the banks, Absa 


leapt 4.7 per cent to R30 
while niche bank Investec 
added nearly 4 per cent to 
R1S6. Foreign demand took 
Richemont up 5J2 per cent to 
R54.60, helping the indus- 
trial index to put on 69.6 to 
7,143.4. Golds rose 22.5 or 
2.9 per cent to 810.3. 


benefited from the perfor- 
mance of Olivetti, in which 
it holds a stake. 

MADRID hit a fourth suc- 
cessive all-time high as for- 
eign investors joined in tbe 
domestic buying spree. The 
general index ended 6.52 
higher at 682.08. Tbe index 
has risen 8 per cent this 
year. 

Utilities took centre stage, 
with Gas Natural rising 
PtalSO to Pta 7,590. Union 
Fenosa was Pta55 better at 
Ptal,570 and Iberdrola was 
Pta65 higher at Pta2J235, an 
all-time record. 

Continuing interest sur- 
rounding Argen tana’s forth- 
coming privatisation offering 
helped the bank’s shares 
gain Pta410 to Pta9580. 

LISBON also ended at an 
all-time high, for the fifth 
session in a row. The PS120 
index closed at 9,651.90, up 
179.28 on the day. 

Telecel was the main fea- 
ture as the telecoms compa- 
ny’s shares gained Esl,500 to 
an all-time high of 24,500, 
driven by optimism about its 
forthcoming results and 
what analysts called a 
severe stock shortage. 


PARIS saw a busy session 
for pharmaceuticals stocks 
which took the GAC 40 index 
above the 3,000-point level. 
Hit by technical problems, 
which delayed the start of 
trading until late morning, 
overall volume was dull at 
10.9m shares. The CAC 
closed up 21.39 at 3.008.34. 

Drugs provided the main 
feature with Rhbne-Poulenc 
and Sanofi bouncing on the 
news that SmithKIine Bee- 
cham of the UK had been In 
merger talks. Solid sales 
news from Sanofi offshoot 
Synthelabo and a good day 
for the dollar boosted senti- 
ment in the sector. 

Rhone jumped FFr7 to 
FFr302.10 and Sanofi FFr38 
or 6 per cent to FFr668. Elf 
Aquitaine added FFrll at 
FFr647 and Total FFrll to 
FFr621. The separately listed 
Synthelabo gained FFr17 to 
FFr787. 

FRANKFURT held on to 
most of its gains as a stron 
ger dollar and Wall Street 
provided support. The Xetra 
Dax index closed up 20.78 at 
4,310.83. Off a high of 4,322. 

Siemens was among the 
day's best performers, rising 
DM2.70 to DM110.65 after the 
company said its power 
plant business did not expect 
any negative impact on 
Asian contracts. 

Degussa, the chemicals 
and metals group, rose 50pfg 
to DM98 after announcing 
positive first-quarter results 
and a rosy 1997/98 outlook. 

The banks were mixed fol- 
lowing Monday's announce- 
ment that three publicly 
owned banks were to merge 
to create Germany's sixth 
largest bank. Dresdner Bank 
lost 90pfg to DM76.80 and 
Deutsche Bank fell 95pfg to 
DM113.80. Commerzbank, 
however, managed a 54pfg 
rise to DM67.08. 

AMSTERDAM pushed 
higher on dollar strength, 
continued speculation about 
share buybacks and a 
bounce for PolyGram. 

PolyGram jumped FI 5 or 
52 per cent to FI 101 follow- 
ing an upgrade from “neu- 


tral" to “accumulate" by 
Merrill Lynch. That coin- 
cided with a Dutch press 
report suggesting strong 
box-office takings for the 
group's film distribution 
arm. 

Packaging leader KNP BT 
continued to gain ground as 
speculation mounted about 
an Imminent management 
initiative. A recent note by 
Credit Lyonnais Lain g high- 
lighted the group's potential 
for radical restructuring and 
set a target price of FI 55. 
The shares added FU at 
FI 50.50. 

ZURICH put in a positive 
performance and the SMI 
index finish ed 57.1 higher at 
6,397.5. 

Nestle, a strong performer 
in recent sessions, continued 
higher ahead of today’s 


statement on 1997 sales. The 
shares picked up SFr49 to 
SFT2JJ03, extending their rise 
since the start of last week 
to 8.5 per cent. 

Analysts expect the com- 
pany to report sals growth 
last year of about 16 per cent 
to SFrTObn. 

A SFrlT rise in Afasmsse 
to SFrl.560 was attributed to 
rumours that Martin Elmer's 
BZ Bank was buying the 
stock. Both companies rou- 
tinely declined to comment 

Against the trend, SMH 
lost SFz20 to SFr715 as spec- 
ulation mounted that tbe 
Smart car project with Daim- 
ler could be scrapped. Daim- 
ler denied the story on Mon- 
day. 

Ciba fell SFr&50 to SFrl69 
as its statement that 1997 
sales rose by 19 per cent - in 
line with expectations - was 
overshadowed by its poten- 
tial bid for Britain's Allied 
Colloids. 

VIENNA jumped 2.5 per 
cent, driven by strong 
demand far banking stocks 
and utilities. The ATX index 
finished 31.82 higher at 
1,32026. 

Verbund led the advance 
with a rise of Schl55 to 
SchlgSBO on news of further 
co-operation in the energy 
sector. 


EMERGING MARKET FOCUS 





winter 


Written and edited by Michael 
Morgan, Jeffrey Brown, Jona- 
than Ford and Peter HbH. 


When Asia's financial' 
hurricane buffeted Russia 
along with all other emerg- 
ing markets - there was a 
tendency among" local, 
investors to believe the 
impact was overblown-. - .. 

As ' fund ' managers - 
reviewed the world at . the 
end of 1997, the .argument 
ran. they , would decide that 
Russia looked a compare 
tively good bet Russia was 
enjoying a rare period, of 
political stability, its assets 
were undervalued and fts. 
economy was poised for 
growth. 

Unfortunately, such 
wishful thinking has col- 
lided with a harsher feet: 
since the beginning of the 
year, the Russian stock" 
market has fallen by about 
20 per cant 

To be sure, tbe fallout 
from Asia is still affecting 
all emerging markets while 
tbe Russian market -has 
been further knocked by 
the drop in world commod- 
ity prices. Oil companies 
account for about half the 
Russian market's capitalis- 
ation. .. 

But Russia's specific 
problems are also looming 
much larger than before. If 
there' is one lesson to be 
learned from Asia, it is that 
microeconomic issues mat- 
ter. The Russian, govern- 
ment’s problems with its 
public finances, its difficul- 
ties in wiapHng a fair fav 
code, and a weak domestic 
banking sector will all 
restrain economic growth 
♦>iig year. 

'A lot of investors are 
long and wrong an Russia 
and they can see farther 
declines coming,” says 
John Paul Smith, head of 
Russian equity research *t 
Morgan Stanley and a 
long-standing bear on the 
market 

“The microeconomic situ- 
ation in the country is so 
awful it will topple all the 
favourable macroeconomic 
arguments.” 

Mr Smith believes the 
market could drop a far- 
ther 30 per cent as inves- 
tors realise bow Ear Russia 



has to go to create a func- 
tioning market economy. 

But -fire bulls of the Bus- 
sianxnaiket-andthere 
are many ~ argue the 
“Worse the bettar n ~is the 
best maxhntor any reform- 
ing Russian government. 

With access to interna- 
tional capital markets cot 
off for the. time being, with 
little scope to raise domes* 
tic borrowing without 
pushing interest rates sky 
hi g h , and with a net bind- 
ing requirement of $1.5bn a 
month this year, the Rus- 
sian government has . no 
alternative but to overhaul 
its public finances and pri- 
vatise more assets. 

On this view, even the 
recent demotion of Anatoly 
Chubais and Boris Nem- 
tsov, the- two reforming 
first deputy prime minis- 
ters, is good news in that it 
allows them to concentrate 
their fire oh specific tar 
gets. Mr Chubais will now 
devote himself, to raising 
additional government rev- 
enue while Mr Nemtsov 
presses' ahead with utilities 
and housing reforms. ■ 

“I think the Russia story 
is still the same,” says Par 
Mellstrom, head qf research 
at Brunswick Warburg. 

“If you look at the hi& 
tory of Russian reform you 
have always had one step 
back and two steps for- 
ward. You have to have a 
crisis to move to the next 
stage of reform.” 


John Thornhill 


Profits warning slows Tokyo 


ASIA PACIFIC 


Hong Kong 


for 

but 


Shares in TOKYO rose 
tbe fifth day running, 
the momentum slowed, 
tcrites Bethan Button in 

Tokyo. The Nikkei 225 aver- 
age added 104.49 at 16,366.53. 

Sentiment was positive in 
the morning as the index 
rose to 16,430.27 from a low 
of 16,077.22, but some of the 
gains were taken back in 
afternoon trading. The 
broader-based Topix index 
ended 1.43 higher at 1.232A9, 
but tbe capital-weighted Nik- 
kei 300 slipped 0.17 to 247.86. 

Volume fell back to an 
estimated 570m shares from 
680m on Monday. Gainers 
outnumbered losers by 758 
to 403. 

The market was depressed 
by a profits warning from 
Toshiba, the electronics and 
computer manufacturer. 
Toshiba ended Y4 higher at 
Y555. but other electronics 
stocks feu back. NEC 
dropped Y30 to Y1.490, 
Hitachi Y10 to YX,010, and 
Matsushita Electric Indus- 
trial Yio to Y1.950. 

Softbank, the computer- 
related publishing company 
which moved to the first sec- 
tion of the exchange on Fri- 
day. continued to advance 


Share prices rotative to the 
Hang Sang index 
' 1T0 


. HKTetacom , 
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after announcing an extra 
Y2G commemorative divi- 
dend to mark the shift- Soft- 
bank was up Y43Q at Y4.800. 

Nomura, the securities 
house, fell Y40 to Y1.680 
after the arrest of two execu- 
tives on bribery charges at 
the weekend, and Monday's 
announcement of weak final 
quarter results. 

In Osaka, the OSE index 
was Up 39.52 at 15.952.10 in 
volume of 32.9m shares. 

BANGKOK paused for 
breath after climbing more 
than 15 per cent in two ses- 
sions. The SET index fell 
back 6.93 to 413.79 having 
touched 424.15 earlier. For- 


eigners were said to have 
remained net buyers, but it 
was a steadier day all round 
with investors awaiting feed- 
back from the meeting 
between the finance minis- 
try and the IMF on terms of 
Thailand's $17.2bn support 
package. Share turnover 
eased to Bt5.2bn from 
Bt7J2bn on Monday. 

HONG KONG turned its 
attention to the telecommu- 
nications sector as Hong- 
kong Telecom announced it 
had surrendered its exclu- 
sive international licence. 

Telecom gained 40 cents to 
HK&15.55 after it said it had 
reached a deal with the 
Hong Kong government for 
an early end to its interna- 
tional licence in return for 
compensation Including 
HK$6-7bn cash, net of tax. 

Among potential beneficia- 
ries, Hutchison Communica- 
tions climbed HKJ1.90 to 
HK$46 and New World 
Development added 40 cents 
to HK521.20. Against the 
trend. Wharf slipped 25 cents 
to HK$1 1.50. 

The Hang Seng index fin- 
ished 3328 higher at 9.433.70 
after hitting a low of 9,212.13 
and jumping to an intra-day 
high of 9.659.27. 

SINGAPORE gave up 2J3 


per cent, unsettled by the 
uncertain outlook for 
regional currencies, and 
with much of the day's activ- 
ity confined to small capital- 
isation stocks and Malaysian 
shares traded over the 
counter. 

The Straits Times Industri- 
als index lost 30.27 at 
1,296.91. MBF Capital led the 
actives list and lost 6 cents 
to 44.5 cents. 

JAKARTA ended more 
than 2 per cent higher after 
President Suharto confirmed 
he intended to stand for a 
seventh term in office. The 
news eased concern about 
political uncertainty which 
had dogged the market 

Banking stocks soared on 
continuing merger talk. 
Bank Danamon gained Rp50 
to Rp450 on rumours of a 
deal with an unlisted bank. 
Bn, which signed an outline 
agreement last week to 
merge with four other 
banks, gained Rp25 to Rp525. 
Bank Panin rose RpiOO to 
Rp600 and Bank Ball was 
Rp50 better at Rp600. Over- 
all, the composite index rose 
9.01 to 44R04. 

WELLINGTON pushed 
higher on paper stock opti- 
mism. Tbe 40 capital index 
gained 20.72 to 2.257.45. 


Ctter.rtfmement of 
proportion and finish pees 
tbe Breguet Opte foneiess appeal 
the delicate fxmd-mutced gudioebd 
mgnning on tbe stivertd 
gold dial was introduced 


and requires a ketf of 
artistry rarer now 



OaeofBregnet'smast 
Ingenious adibns is aba 
one of the most rvcenL 
Protected bp potent in 
1991, it combines in 
a wristwatcb a perpetual 
equation qf time -shooing 
tbe difference between 
mean time and tme 



perpetual calendar. 



Invented for you 
A 


‘Mum' 
bonds in hived sleet are nor 
known tbe world ocvr as Breguet 
bonds Created in ITSjbr Abraham - Louis 
they svmboiise tbe jinnies, cntftsnumsblp 
style id" tbe Breguet you select today. 


Breguet watch has a unique responsi- 
bility, it comes to you carrying the name of 
Abraham-Louis Breguet, the greatest 
watchmaker ever known. You will recogni- 
se it by the legendary “Breguet” hands, the 
shimmering guillocM dial, and the finely 
fluted case band that give your Breguet its 
strong character. Most important, it will 
house a hand-finished movement, as inimi- 
table and inventive today as. two hundred- 
years ago. Wear it with pride, you have cho- 
sen an exceptional watch. 



By inventing the totuUQon 
derUx around /795. 


wJmeruxofgnBiiTOtt ■ 
the accuracy of tbe watch 
Ttis piiold iocenlmu 
Is seen of its best In it* 
current collection, trbfeb 
bas a number qf fine 
tourhibon notches. 



Deputsi775 


To obtain ihc Breguet cttaJofine ptete send whh 1 name and address to bn number 41 Jl/Ml 4084. MaatJ^codr oo 774 
MOVniES BRfifilTTSA * 1544 l\\btowe- Switzerland • Phone 41 21/841 ‘TOW - •:»•••* 
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